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Saddam to Philips and 
releasesome Du Pont to 
US and UK end compact 

hostages disc venture 


Pr ast^p nt- Saddam H nawfa nf 
Iraq agreed to release several 
male US ^ TUf Kngftggnvn arwl 


all French n ati onals being used 
as Iranian .shields. Page IS 

Big Bhutto w elc o m e 

Despite being denied access 

to Lahore’s main rally sites, 
sacked Pakistani jprime minis- 
ter Benazir -Bhatto made & tn- ' 
mnpfaal entry into Lahore. At 
least 100,000 people turned out 
to welcome bear. Photograph, 
Page4 

EC lifts sanctions 

European Community foreign 
ministers agreed to mid sanc- 
Uppjg m fThtna fmd Tran ~hnt 

the UK blocked moves to Eft 
Syrian restrictions. Plage 22 - 

Anger at Bush veto 

President George Bush, in a 
skive which will anger black 
groups and women, plans to 
■ veto a civil rights bSL making 
it easier for workers to win 


More daughter quits 

The daughter o£ Italy’s mur- 
dered ex-pcemtex Aldo Moro 
said she was resigning from 
the r ating Christian liBiwynda 
in protest at its refusal to save 
her father while he was held 
hostage tv terrorists. 

Surrogate loses 

A judge at Santa Ana,Calif- 
omia, ruled, that a s u rrogate 
mother, Aww Jnhngnn ) ^ Iwa 

no parental rights to a baby 
she carried for an infertile cou- 
ple- She had bees paid $10,000. 

PhfflpphwS inonlor . 

Four gunmen murdered modeiy 
ate FhQippirielabanr leader * 
lOscar Lazaro. 58, sad comma- 
wtet bit-squads «M»i»i they would 
pot 'allow interference with 

tomorrow’s general strike, 

Egypt p psnr tomfas 

unearthed them a century ago. 


Philips of the NetheriandB and. 
Du Pont al the US are to 
unravel their four-year-old . 
joint venture for the manufeo- 
ture of compact fiscs and pro- 
fessional discs. Philips will 
acquire the consumer ride of 
the business and both partners 
win dispose of the venture’s 
professional disc operations. 

Philips Intends to sell parts 
of the consomer disc operation 
to FolyGram, its Loudon-based, 
80_per cent-owned recorded 
music subsidiary. Page 23 

MARKETS: Lower oil prices 
did not sustain their appeal, 
as more sombre Monday 
morning mood in New York, 
was anticipated on the conti- 
nent. In Frankfurt, Ww t>at 
index closed 7.58 lower at 
1.474AI after the FAZ eased 
0L30 to 63A85 at midsession. 
toTokyo, the Nikkei closed 
at 25^07086, up 58937. Back 
Page, Section n 

EUROPEAN economic 
monetary union (Emu): specu- 
lation over the date for 


Economics minister leads attack by Bonn government on group’s autumn report 

German economic 
research institutes 
‘too pessimistic 9 



By David Goodhart in Bonn 

THE German government 
yesterday took the unusual 
step of critidafng ftp fl tfymn 
report of the country’s five 
leading economic research 

mafrtntftft as <a toO pessimistic”. 

The attack was ted by Mr 
Helmut Hanssmann, econom- 
ics minister, who predicts all- 
German economic growth next 
year of 2J> per cent to 3 par 
cent compared with the insti- 
tutes' more pessimistic forecast 
of L5 per cent 

The trade onions and the 
opposition Social Democrats 
immediately tried to use the 
pessimistic tone of the report 
and several specific criticisms 
of government policy to embar- 
rass the centre-right coalition. 
But the government’s faith in a 
faster turnaround in eastern 
Germany, a central part of its 


electoral appeal in East Ger- 
many, was backed by the Fed- 
eration of German Industry. 

In their report published yes- 
terday, the institutes also pre- 
dict that •inflatio n next year 
will rise to .4 per cent from 5L5 
per cent this year. The number 
of unemployed is likely to 
reach about 3.4m. or 10 per 
cent of the workforce, despite 
tiie creation of SOOJOOO new jobs 
in the western part of the 
country. . 

The jobless figure In east 
Ge rmany win rise to L4m, in 
addition to which L75m people 
will be an short-time working. 

The cash needed to pay tor 
this east German unemploy- 
ment will rise from about 
DMIObn ($&6Ghn) this year to 
DMSObn next year, the five 
Institutes say. The overall inte- 


gration of Bast Germany, 
excluding the budget of the 
Trenhand privatisation agency, 
will require DMTObn in extra 
borrowing this year and 
DMSObn next year. The overall 
public sector deficit will be 
DMlOObn this year and at 
DM120bn next year. 

Dividing the country along 
its former lines, the institutes 
are predicting a ton in West 
German GNP growth from this 
year’s 4 per cent to 2^j per cent 
and an absolute toll in East 
German GNP of 16 per cent 
this year and a further ID per 
cent next year. They say the 
low point of eastern Germany’s 
economy has not yet been 
reached, but the turnaround 
should begin next summer. 

The east German economy is 
not yet fulfilling its promise as 


US has pafd*40>9 toward fta 

O YBT^ . 

enough cash to keep operating 
‘ through November, UN effi- " 

raalw jinn nifinttvt ~ • 


Kenya stud Sfc was breaking 
off diplomatic rotations with . 
Norway following a hitter row 
over the activities of Kenyan 

dissidents. Page 4 


Israeli primeminister Yitzhak 
Shamir bawdy defeated a no- 
confidmice motion in pariia- 
ment over. his pohetes since . 
forming* tight wtag govern- . 
ment four months ago. The: 
vote was S3 to 5L .. 


Princess Anna, daughter of 
England's- Queen Elizabeth, 
was fined a total of £150 and 
banned from drfvtagrfiar one 
month by magistrates in (Son- 
cestershire after she admitted 
two speeding offences. 


ameetmg of EC foreign minis- 
ters in Luxembourg: Page 22 

TIME War ner, debt- laden 

wwtifl a~nH wifwhiTiimflUt COO* 
p^rymora f p that f ^ ntynk Ttnw 

Magazine and Waroo- Brothers 
in Hollywood, unvested a f91m 
third quarter loss, against a 

pro forma loss of $124m last 
time. Page 25 

EUROPEAN Community plans 
-to provide substantial 
short-term financial aid to the 
Soviet Union appeared to 
recede fizrtiier.in Luxembourg. 
Fage2 ... 

.LUCAS In dustrie s, UK automo- 
tive group* to to invest £15Qm 
<|285L3m) ,-pyer toe next live 

yaar S on TwiViwft ^jir lhgplfmt 

-in France, Spain and the UK 
for dies^ engine injection 
systemo. Page 28 

qpfl pAHTATloffirifth haVB 
nmved to quell growing ^ecxi- 
fhnt the c o u n tr y wul • 
-itoeea£icmci.at crisis when, 
tttefoteed to tum tothewnrid . 
market f or oil fro m next Jann- 
ary.PageS 

UR UGUAY Round talk* on 
the liberalisation of the seoobn- 
ayear worid trade in services 
has moved into a decisive ■ 
phase. PageA 

UNION Caridde, US chemicals 
group, suffer ed a 35 per cent 
-drop in third quarter net 
income on increasing afl. prices 
in the wake of the Gulf crisis . 
Page 24 

ALGERIAN authorities are 
to press ahead with a pro- 
gramme under which they will 
provide collateral to encourage 
international banks to grant 
it new loans. Page 4 

HJCO, worid's leading nickel 
producer, was hit by lower 
- nickel prices which pushed 
earnings down by almost a . 
quarter in the three months 
to September SO. Page 24 - 

SOUTH Korea's economy will 
grow by almost 9 per cent this 


Saudi hints at need for 
Kuwaiti land concessions 


By Vidor Mai tot in Dhahran 

PRINCE Sultan hin AbduLAxte, 
the Saudi Arabian defence 
rnhtl«ter arid h mfter of King 
Fahdf has hinted that Kuwait 
ought to ctmsider making terri- 
torial concessions to Iraq if 
Baghdad withdraws troops 
from Kuwaiti territory. 

The conciliatory tone of his 
remarks, ™tdp to Arab journal- 
ists in Riyadh an Sunday, has 
alarmed the Kuwaiti govern- 
ment in exile. - - 
ft has also sur p ri sed the US 

and ntlw m utem rmmtrlwr Tn 

Washington, Prince Bandar, 
the Saudi ambassador -was 

/■gHnd in bn gyphin fte dnfentM 

minister’s statement. The 
White House said Prince 
Bandar, had Kttttred the US 
♦H«t there was no ntonwi in 
Saudi policy demanding the 
withdrawal off Iraqi forces from 
Kuwait. 

Since Iraq’s invasion of 
Kuwait, Sarah Arabia has been 
among the most hawkish of 
Arab governments in demand- 
ing an unconditional with- 
drawaL However, of all the 
Saudi royal femfly. Prince Sul- 
tan has been the most anxious 
to avoid war. 

“The Arab countries are 
ready to give Iraq all its 


rights,” Prince Sultan was 
quoted as saying. "Any Arab 
who bag a eiaim on his brother 
mhnnJri htim ft by understand- 
ing, not force." 

In September he surprised 
Saudi Arabia's ontoa by saying 
the kingdom would not be used 
as a launching pad for an 
attack on Iraqi forces. Refer- 
ring on Sunday to Iraq’s <4rim 
to Kuwaiti fafamte at the head 
of the Gulf, he said Saudi 
Arabia saw “no harm in any 
Arab country giving its Arab 
a site or a position 
on the sea.” 

He said: The Arab countries 
axe realty to gtm fan aH its; 
rights.” 

Iraq invaded Kuwait on 
August 2 and annexed the 
whole country but dipfomato 
a ttemp t ing to restive the erisis 
suggest that Iraq may be satis- 
fied with the islands of Bub*- 
yan and Warba and a part of 
northern Kuwait that com pris e 
the Kumrilah oilfields. 

Saudi officials instated last 
night the country’s of ficial 
position, demanding a com- 
plete Iraqi withdrawal, had not 
changed and Prince Sultan was 
quoted as saying on Sunday 
that anything other fo aT * an 


gramme under which they wm __ -. m . -- 

saffisy Banco di Roma takeover set to 

it new loans. Page 4 

create country’s biggest bank 


Mozambique paxftament unani- 
mously approved a danse in - 
thenewcanriftutionrecogms- 
jng spedfically ibr the first 
time the rifle of market forces 
in the econamy. Page 4 - 

Japan upsaAs China 

Taiwan and China both . 


impact of thsGtdf crisis, the 
governor edits central bank 
forecast Page 4 

VENEZUELA has agreed to 
stretch over four decades the 


overdue Nicaraguan oil debts. 
Pages-; 

- COOKSON, heavDy Inde bt ed 
UR i wntenabi group, 

baa agreed to sell its SO per 


a Taiwanese group from the - 
Diaoyntai islands oyer which 

all three daim sovereignly. 
Page 4 .. . ... .;•** • 

Sanfty test . 

An Indian district judge threw 
out a petition to- compel Prime • 
Minister VJP. Singh to undergo 
a mental examinatkm xnster 
the Iamacy Act. The lawyer . 

bringing the case sought to 
call ti» premier’s wife ae.wit- 
ness. Temple crisis. Plage 4 
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menta nrauufacturer, to 1GI, 
fts partner to the joint venture, 
fig fliam (3315.2m). Page 23 

ABCO,Xos Angeles-based oSL 
and gas company, reported 

awiowHa Tly nnehimg pri third . 


E€rYPnAN authorities have 
ap proved a $56Qm takeover 
of the ailing alRayan invest- 
ment company whose owners 
were accused of de fr a u din g < 
its investors of $716m- 


By Haig Sbnonton In Milan 

ITALY’S second biggest 
savings bank, the CassafflRis- 
parmio di Roma, is negotiating 
to take over Banco di Roma, 
one of three state-owned 
“banks of national interest”, in 
a deal which would create the 
. country’s biggest bank. 

Talks bave reached an 
advanced stage. The transac- 
tion, which may be announced 
by the end of tins month, will 
represent the biggest leap to 
date in the rationalisation of 
.the ftalton banking sector. 

It would also mark a step in 
the partial priva t isa t io n of 
Italy's banking sector. IRX, the 
state holding company which 
curren tly owns SZ per emit of 
Banco di Roma, is expected 
only to take a minority stake 
in the new venture, a lth o ugh 
the majority of its shares 
would still be puhlicly-owned. 

: The merged banks will cre- 
ate a p owerfu l force is central 
1 Bsty« where they are Hkdy to 
hdld immense influence over 
the local deposit market. Cassa 
di Risparmio di Roma is 
already planning to buy out 
the remaining 49 per cent stake 
in Banco di Santo Spirito, 


another regional bank in cen- 
tral Italy, which it does sot 
already own. 

Observers say s u pport for 
the Rome Cassa, which win 
subsequently trade under the 
Banca A Santo Spirito name, 
to take over Banco di Roma, is 

nmnhy very High_ fnfHal rriit- 

teal ixuBcatlions are believed to 
be favourable, while the Bank 
of Italy has given strong sup- 
port. However, reaction at 
Banco dl Rmna, the weakest of 
the three “banks Qf natinwal 
interest”, may be less warm. 

As matters stand, Cassa di 
Btaparmto di Roma is Italy’s 
13th biggest bank, wi£h$25w4bn 
in total assets, while Banco di 
Santo Spirito ranks 17th, with 
assets of $20.6bn. Buying 
Banco di Roma would put the 
combined institutions just 
ahead of Isttitoto Bancario San 
Paolo di Torino, which Is curt 
rently Italy's biggest book. It is 
not yet dear what effect the 
transaction would bave on 
Banco Hlspano Americano and 
Commerzbank, the Spanish 
and German partner rank* of 
Banco di Roma, which have 
tong been musing ambitions of 


buying into its capital. 

A three-way link between 
the Rome Cassa, Santo Spirito 
and Banco di Roma has been 
criticised on the grounds that 
the resulting institution wQl 
have too dominant a position 
in central Italy and inadegnatp 

representation elsewhere. 

However, supporters of the 
deal argue that a “super-re- 
gional” bank will be able to 
maximise profitability though 
its sw ay over the local deposit 
mar ket; while the inclusion of 
Banco di Roma will add an ele- 
ment of international coverage 
which the two other banks 
- Wk 

In any event, the new bank, 
which will probably not be cre- 
ated until well into next year 
at the earliest, wfl} require a 
hefty rationalisation period to 
avoid flagrant duplication of 
branches. 

However, the new bank is 
not expected to allow much 
room for encroachment by ou t- 
aiders. ft may even maintain 
some element of duplication by 
keeping alive both names 
names and possibly trading 
under two distinct brands. 
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Italy’s president tries to ns* 
above the party fray 

Italian president Fran- 
cesco Cossiga visits 
London today. The 
Christian Democrat 
politician has acquired 
a greater public rofe 
and authority by trying 
to act as a non-parti- 
san guardian of the 
country’s constitution. 
Page 3 
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B co nom te minister Hriumt Haussmaim: attacking pessimists 



unconditional withdrawal was 
unacceptable. 

The defence minister's 
remarks may be designed to 
persuade Iraq to withdraw 
without any more bloodshed as 
Saudi Arabia’s allies continue 
their ndBa i y build-up on the 
Saudi frontier with KuwaL 

Efforts to push Iraq out of 
Kuwait by diplomatic means 
arirt to reinforce the determina- 
tion of Saudi Arabia’s allies 
with a credible US-led military 
'..threat, have continued in 
l ywwt days. 

Yesterday, President Hosni 
,. kfobarak of Egypt, arrive d in 
. northern Saudi Arahia to 
review his troops. He is due to 
meet King Fahd in Jeddah. 
Also in the kingdom is General 
- Colin Powell, chairman of the 
US Joint Cbiefa of Staff. 

Prince Sutton, Itwlting ahmut 
to a postcrisis Gulf, al so ma de 
a CTnrflbrtuiy gesture towards 
Iran. “We were an ideased with 
Iraq’s withdrawal from Iranian 
territor y and giving the frater- 
nal- Moslem county what it 
believes to be its right,” be was 
quoted as saying. 

Saudi Arabia and Kuwait 
supported Iraq following its 
invasion of Iran in 1980. 


the bridge to the farmer East 
bloc and has lost most of its 
east European orders as well 
as 50 per cent of its domestic 
cons um er goods market. 

A separate report from the 
Bundesbank says that eastern 
Germany’s industrial produc- 
tion fell 51 per cent in August 
compared with last year. 

The institutes admit that 
they underestimated the costs 
of German unity and overesti- 
mated tiie willingness of pri- 
vate capital to invest in east- 
ern Germany. They now 
predict that only DMSbn of pri- 
vate capital will be invested 
this year, rising to DM15bn, or 
20 par cent of total investment, 
ppyf year. 

They refect tax increases as 

World 
crude oil 
prices fall 
steeply 

By Steven Butler 
fn London 

WORLD crude oil prices fell 
steeply yesterday - to below 
$30 a barrel for the first time in 
six weeks — as traders con- 
cluded that prospects for a 
peaceful resolution to the Gulf 


Airlines «vi chemicals com- 
panies, whose businesses bave 
been hit badly by rising fuel 
and feedstock costs, stand to 
benefit most. Jet fori, recently 
quoted at more than $500 a 
ftrmnfl, was yesterday trailing 
at about $385a tonne, down $40 
on the day. Naptha, a ehgirri r«i 
feedstock, was off $45 a tonne 
at $270. 

The markets fell in the 
morning when Prince Sultan 
Ebn Abdul Aziz, the Saudi 
defence minister, was reported 
to have opened the door to 
negotiations over Iraq’s territo- 
rial demands after an eventual 
withdrawal from Kuwait. 

The efforts of Sir Edward 
Heath, the former British 
prime minister, to gain the 
release of hostages was also 
interpreted as a hopeful sign. 

Traders said that the dissipa- 


a means of paying for unity 
but say that savings of 
between DM20bn and DMSObn 
could be made swiftly by cut- 
ting western Germany’s 
regional subsidies and defence 
spending. 

The institutes are implicitly 
critical of rapid wage increases 
in eastern Germany, which 
have damaged its attractive- 
ness as an investment site, and 
also of the Bonn government’s 
recent decision to raise pen- 
sions by 15 per cent 

The government’s instruc- 
tions to ftp Treuhand are 
criticised for laying too much 
stress on restructuring enter- 
prises before privatising them. 
Continued on Page 22 


Oil price 

Brant blend cnide ($ per barrel) 

42 <•* rrfrt 





ti on of “war psychology” lay 
behind yesterday’s heavy 
declines, but added that crude 
nil was in abundant supply* 

“We’ve been concerned for 
some weeks flmi th^ underly- 
ing fundamentals of crude 
were vary soft," said the head 
of "tip 

Dislocations in the mar- 
ket - when buyers found 
themselves without Kuwaiti 
and Iraqi supplies - had be en 
worked through the system. 

North Sea Brent crude oil for 
December delivery closed down 
$5A0 at $2&65 a barrel in Euro- 
pean trading. At the New York 
Mercantile Exchange, Novem- 
ber futures for the West Texas 
Intermediate were off $4J29 a 
barrel at $29.50 at midday. The 
Egyptian government cut the 
benchmark Suez blend by $6 to 

$26 a barxeL 

Commodities, Page 33 1 


US budget 
negotiators 
launch fresh 
attempt to 
end impasse 

By Peter Riddell, US 
Editor, in Washington 

DEMOCRAT and Republican 

congressional negotiators yes- 
terday r e su med their attempt 
to end the US budget crisis 
with both sides attempting to 
lower the temperature as Mr 
Ri c ha r d Daman, the budget 
director, returned to the ta lks . 

Late on Sunday, the budget 
talks faltered after Mr John 
Stratum, White House chief of 
staff, angrily claimed that 
talks bad broken down over 
taxing the wealthy. However, 
Senator George Mitchell, the 
Democrat majority leader, said 
yesterday that the breakdown 
was **a tempest In a teapot”. 

Most of the outstanding 
issues in the $500bn five-year 
deficit reduction plan have 
been agreed. The main dis- 
agreement causing Sunday’s 
stalemate Is over the means, 
not tiie principle, of taxing the 
rich and over savings on Medi- 
care health provision for the 
elderly. 

The White House believes It 
has abeaty made large conces- 
sions in accepting a levelling 
out of the bubble in the US tax 
code so that all those earning 
above $78,000 a year would 
pay a marginal income tax 
rate of 31 per cent. Ins te ad of 
present rates of 33 and 28 per 
cent. 

It Is no longer Instating on a 
cut in capital tax and 
has offered to accept a modi- 
fied version of a Senate plan 
which would limit tax deduc- 
tions for those earning more 
than $100,000 a year. 

The Democrats, who want to 
ensure that the wealthy face 
the largest tax increases, have 
proposed either a top tax rate 
of 32 - per emit or 31 per cent 
plus an additional 7J5 per cent 
surtax on those more 

than $lm a year. 

They want to use the money 
to limit cutbacks in Medicare 
and the size of the Increase in 
federal petrol/gasoline tax 
(now likely to be five or six 
cents a gallon rather than the 
9JS canto originally proposed). 

13E» problem with limiting 
tax deductions is that the 
heavily Democrat delegations 
from states with high local 
taxes - such as California and 
New York - object if their vot- 
ers would be unable to deduct 
all of their state taxes. 

The votes of Horse Demo- 
crats from these states are 
needed if any plan is to pass. 
Because of the opposition of a 
sizeable group of House 
Republicans to any likely 
Continued on Page 22 
Analysis, Page 6 


What’s the most 
liquid stock index 
option in Europe? 
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French nuclear sights still 
trained on Soviet Union 


By Ian Davidson in Paris 

MR MICHEL ROCARD, the 
French prime minister, 
yesterday named the Soviet 
Union as a primary reason for 
France's continued reliance on 
nuclear deterrence. 

In a surprisingly explicit 
speech to the Institute for 
National Defence Studies, he 
called for the development of a 
European defence policy and 
for nuclear defence 
co-operation between France 
and Britain. 

He argued that stability 
came from the reciprocity of 
deterrence, and pointed out 
that “the USSR remains a 
considerable military power. 
In nuclear terms”. 

The possibility of 

Franco-British co-operation in 
the nuclear field is likely to be 
discussed in London today at a 
regular meeting between the 
two defence ministers. In 
particular, the British 
government is considering 
whether to adopt the planned 
French ASLP long-range 


air-launched nuclear missile, 
as a replacement for ltB ageing 
gravity nuclear bombs. 

The ASLP project Is a 

fpptwil Pla m aw t In fta 

of the next generation of 
French strategic nuclear 
weapons. This is now 
scheduled to be taken before 
the end of the year, and will 
jwinrio the eUndnatum of one 
of its strategic nuclear 


leg c 
triad. 


The choice Hes between the 
development of a new 
generation of S4 land-based 
Tfriredtos to replace the 18 S3 
haiustic ado -launched 
In southern France, or the 
go-ahead for the ASLP 
l^OOkm-range missile, as a 
replacement for the 
medium-range ASMP niiwalo 
The third leg of the French 
nuclear triad, the 
submarine-launched ballistic 
missiles, will continue to be 
improved, with more modem 
mifflriles and a new generation 
of submarines. The 


maintenance of a triad is ruled 
oat on grounds of cost, so a 
choice must be made between 
the other two legs. 

In principle the French 
chrcfr y could be influenced by 
the parallel option being 
weighed by the British 
government. The UK is not 
expected to reach a decision in 
time to influence the French 
choice, however. 

The ASLP (air-sal longue 
poriSe ) air-launche d miaifie has 
been raider serious discussion 
between France and Britain as 
a possible candidate for joint 
develop men t «in«» the w i t flfll ft 
of last year. 

A British decision in favour 
of file ASLP would be a sudor 
plus for the project. But 
French officials assert that the 
French choice will not be 
dependent on a British 
decision, and they evidently do 
not expect that the British 
government win make up its 
nrinfl in time tO weigh in the 
French liMininn. 


EC downgrades Moscow aid 


By Tim Dickson 

PROSPECTS of the 
Community providing 
substantial short-term 
financial aid to the Soviet 
Union appeared to recede 
further In Luxembourg 
yesterday. 

EC foreign ministers held a 
brief discussion on the issue 
but it now seems likely that no 
radical decisions will be taken 
at next week's special EC 
summit in Rome. 

Help for the Soviet Union 
was at one stage to have been 
the wam Ham on the agenda, 
following instructions to the 
European Commission by 
heads of government at the 


Dublin girmmft In June. 

But there seems to be a 
growing consensus that the 
Soviet Union is too politically 
volatile and too poorly served 
by reliable statistics to qualify 
for a large scale bail-out at the 

winmpnt 

There was talk yesterday of 
a more focused programme, 
with support for specific 
projects. Including 
i nfrast r u c tu re. Involving the 
private sector as far as 
possible. 

The foreign ministers, 
however, did achieve one 
result yesterday by 
signing a trade and 


economic co-operation 
agreement with Romania. This 
had been prepared in time for 
tha kc general afferfra council 
in June but was postponed in 
the light of the brutal 
su pp r es s ion of political dissent 
in Bucharest that month. 

The EC baa flpriflpfl Hurt the 
tfane is now right to go ahead 
with the accord - which offers 
trade concessions on 
Romanian goods - due to the 
release of those detained in tire 
June disturbances, the 
readmission of the 
International Red Cross and 
the government’s wide ranging 
proposals for economic reform. 


Crime prevention in the market 
poses problems for Soviet police 


By Quentin Peel in Moscow 
FACED wrra a soaring crime 

wave, and demoralised security 
services, the Soviet Union’s 
law and order chiefs are only 
just beginning to face up to the 
awesome additional prospect of 
crime prevention in a market 
economy. 

The problem is that the tran- 
sition to a market system, 
finally approved last week by 
the Supreme Soviet, the 
national parliament, has far 
wider implications than simply 
learning new ways of doing 
business. It means a rethink of 
the entire basis of what is 
glibly called “economic crime” 
in the Soviet Union. 

For years, “speculation” has 
been a grievous crime in the 
Soviet system. It means buying 
something at fixed state prices, 
and reselling it at a profit In 
the market economy, specula- 
tion is likely to become normal 
business practice. 

Yesterday the most powerful 
men in the security services, 
inriti fling Mr Vladimir Kryuch- 
kov, the head of the KGB, the 
state security committee, and 
Mr Vadim TtakaWrij the interior 
minis ter, tried to tackle the 
issue at a press conference on 
crime-fighting. The end result 
was almost total confusion, 
both about what they thinir 
they are fighting, and how 
they are going about it 

Mr Kryuchkov certainly saw 
matters more simply than his 
colleagues, blaming the explo- 
sion of crime on the streets, 
and the equally rapid growth 
of a black market economy, 
above all an a surge in organ- 
ised crime. He that went fur- 
ther, and charged that joint 
ventures, laboriously negoti- 
ated between Soviet and west- 
ern partners to attract foreign 
investment, were actually 
winking the economy of “bOr 



Kxyuchkov: naming the guilty parifen 


lions of roubles,” apparently in 
criminal ways. 


“Organised crime has 
assumed a scale we could 
never have predicted a couple 
of years ago,” Mr Kryuchkov 
said, conscious that his own 
organisation found a new 
lease of life, since it was 
restrained in persecuting polit- 
ical dissidents, in pursuing 
exactly these sort of eriminaig- 
“These gangs are operating 
with c riminals from other 
countries. The problem is the 
appearance of rather stable 
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who have contact with 
economy.” 

Joint ventures seemed to be 
part of the problem in Mr 
Kryuchkov's eyes. “We are 
young businessmen. We lack 
experience,” he said. “Our 
companies don't have their 
own intelligence «r«fl counter- 
intelligence. 

“But we’ve got to come to 
grips with them (joint ven- 
tures) because our state suffers 
great losses. You just cannot 
imagine how much. 1 estimate 
the fl a ™»g *8 running bu- 
ttons of roubles.” 

Yet even Mr Kryuchkov 
nflmtttefl that the problem of 
how the security services oper- 
ated in conditions of a market 
economy was immensely diffi- 
cult” 

Mr Veniamin Yakovlev, the 
justice nrinfa t ar , was more spe- 


cific. Western business men 
regarded “speculation* as nor- 
mal business practice. "Our 
criminal code stipulates some- 
thing as criminal which, is per- 
fectly normal in a normal econ- 
omy, - he said. 

Moving to a market econom y 
meant that the relevant laws 
must be repealed. But In the 
meantime, he declared, anyone 
guilty of speculation was no 
better t he" “a robber.” and 
should be prosecuted with the 
Adi force of the law. 

Mr Bakatin sought to calm 
the situation. "Of course 
crimes are growing, and they 
may continue to increase for 
some time. But a market econ- 
omy provides normal condi- 
tions for a normal society. We 
shouldn’t frighten poor people 
with what it means.” 

On the other hand, he was 
equally determined thiri 
with ittgatten incomes 
not profit from the transition 
to a market He called for a 
tough flnanriai inspection ser- 
vice, and mandatory declara- 
tions of profits, to stop *“ 
money laundering through 
corrupt Soviet system. 

All of which left the audi- 
ence in some confusion as to 
who were the criminals, what 
was a crime, and what the ser- 
vices of law and order Intended 
to do about it 

• Soviet leader unrfuril Gorb- 
achev urged restive miners to 
support the government as it 
tried to carry oat the transi- 
tion to a market economy, Ren- 
ter adds from Moscow. 

Tass news agency said Ur 
Gorbachev called on Soviet 
miners "at this crucial time to 
display goodwill and support 
gov e rnment measures to nor- 
malise the situation in the 
co unt ry , switch the ecc 
to a market Bystem an 
improve living standards.” 

Mr Gorbachev made his 
appeal in a raagang w to miners' 
representatives in the Ukrai- 
nian raining city Donetsk. The 
miners, many of wham took 
part in a nationwide strike in 
July 1989 to demand more 
money and greater autonomy, 
will discuss the formation of a 
national union to protect their 
in ter e s ts and the switch to a 

market economy. 
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Madrid under pressure to 
protect nature reserve 

By Peter Brae* fn Madrid 


Moscow 
expects 
further fall 
In oil output 

THE Soviet Union’s deriving 
on output wJB show another 
drop in 1991, Mr Artesn Troit 
sky, deputy, chairman of Gob. 
plan, the state purawtwg- 


week 


i Moscow. 

figures- released last 
showed production. 
23Am tonnes to 48am 
in the first nine mouths of this 
year compered with the same 
'tod (dim a 

_i 63 m tonnes. 

MT Trtittsky said 

slve amounts of sew 

meat in ttomi^todn^g^co^a 

dscOnas. Producers were hav- 

ing iBtflcuMtes dev e lo p in g new 
fields because deliveries of 
equipment were sporadic. 
Many fields were producing 
less than anticipated, be said. 
“We don't think this situation 
w ill change in the near 
future," Mr rrettsky said. 

in an attempt to stimulate 
ofl pro ducti on, ttegovenanaut 
had decided to pay oil produc- 
ers hard currency for any out- 
put which exceeded planned 
targets, Mr Traltaky said. 

Mayor attacked 
over Dresden march: 

The mayor of Dresden wap 
widely condemned yesterday 
for permitting a neo-Nari 
march through tile dty ce n tre 
in which about 500 demonstra- 

tors shouted racist slogans and 
made Hitler salutes. Renter 
reports Atm Berii « 

Jewish leaders, wary of 
resurgent nationalism in the 
new united Germany, said 
democratic tolerance had gone 
too far. Outraged locals in 

Dresden called the march a 

“This neo-Nazi rally. . . has 
o vers te pped the limits of demo- 
crafic tolerance.” the leader of 
Germany's Jewish community. 
MT Guttnski, said in a 
statement. '• 

The demonstrators marched 


opera house on Saturday after- 
noon, shouting “foreigners 
out” and Deutschland ueber 
aOes ("Germany supreme”): 

The marchers waved impe- 
rial German flags and 
demanded a return to Ger- 
many’s Nazl-era borders. 
Including large drunks of pres- 

ent-day Poland, Crechoelovakiii 
and the Soviet Union. 


PLANS for a fioom tourist 
development next to Europe's 
largest nature reserve, the 
Donana National Park In 
southern Spain, have suffered 
a setback following last mtnntft 
an the local council 


Spain's socialist government 
is believed to have pressured 
socialist councillors in the 
town of Almonte not to attend 
a special council meeting 
called on Saturday to give 
planning permission for the 
pntfect 

Only nine of 17 socialist 
councillors attended, depriving 
the poundl of a majority neces- 
sary to approve it 

Madrid is under Intense 
international pressure to save 
Donana, a 700 sq km dune and 
marshland on the Guadalquivir 
estuary in Andalucfa. 

Ecologists at the EC, which 
is threatening court action 


, Madrid, accuse Spain 

allowing ah existing Bevel- 
omnent - Mata T .a seaman - and 
a 12^)00 hectare irrigation proj- 
ect nearby to indiscriminately 
drain Douana’s own subterra- 
nean water reserves, which are 
the lifeblood of the park. 

Water levels under the Don- 
ana have fallen dramatically in 
the last five y ears an d succes- 
sive socialist governments in 
Andahwda have turned a blind 
eye to protest in order to pro- 
tect powerful forming and 
property interests in the 
region. 

Donana is the half way 
house to most of the birds 
which migrate every year 
between western Europe and 
Africa. Three years ago. pesti- 
cides released into the park's 
water system by neighbouring 
farmers kitted at least 30,000 
birds. 
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Hungary seeks tp 
calm fears of 
financial crisis 


EUROPEAN NEWS 


Bad old ways spoil new-style Romanian politics 

Deep distrust, nationalism and an immovable bureaucracy are the real enemies, writes Judy Dempsey 


By Nicholas Denton In Budapest 


HUNGARIAN officials have 
moved tn quell growing specu- 
lation . that; the country will 
. face a crisis when St 

is ton^ tp- turn to the wprid • 
market for dlfiup next" Jarm- ; 

-®3L - ‘ •” :■• •’ ••• •• : 

v “There is no question of 
. resdlmduHog,” said Mr Ferenc 
:-Bafaar, the vrmmm minister.: 
Fears off payments problems 

have arisen as it becomes 
apparent that the ufl price rise 
hud < the introduction of world 

■ market prices in trade with the 
. Soviet . Union. Hungary's main 

energy supplier, will push the 
country's ranreot account deep 
into deficit next year. 

Hungary win need to finance 
a current account deficit of 
$l-5bn in 1991, according to 
finance ministry prqfectfons,xn 
addition to $2J2bn of repay- 
ments on the country’s $20bn 
foreign debt, the highest -per 
capita in eastern Europe. 

■ “Taking .everything into 
account, I am. not confident 


tint Hungary can remain cur- 
rent on debt payments.” a 
senior UK hank ec onomis t told 
Reuters news agency last 
week. Hungary’s respected 
'Economic Research instltnte 
has also warned 4f a threat to 
liquidity. 

Hungarian national bank 
offi cials wc^y _pi^a tety^t^t 

i frVt ^Smnn 1**^’ fma rura l^ blit 

they , are still adamant that 
there wifi be no rescheduling. 

Mr Imre Tacafas, first deputy 
mesident of the bank, said that 
if financing ctmld not be found 
for the £L5bn deficit, then the 
deficit would have to be 
reduced. “We are not the kind 
of c ountry or b ank to ask ibr 

Na^^^^^Epians call fbr 
$L2bn of credits in 1991 from 
international monetary organi- 
sations and the EC, and for the 

remainder of fftmraftig needs 
to be covered by turning to the 
capital markets. 


A TTEMPTS by Romania’s gov- 
ernment to iwiptement a raffi- 
cal economic reform pro- 
gramme aimed at paving the way for 
the market economy are being 
blocked by a fragile political system, 
nationalist propaganda and a conser- 
vative bureaucracy. 

The structures, are fragile because 
the government mast start from 
scratch in building social, economic 
and pniTtfreiT ins titutions which were 
destroyed after 40 years of communist . 
rule. 

To compound the problems, Mr 
Fetre Roman, the prime minister, is., 
confronted with a society riven with 
distrust, lies and suspicion, features 
which are partly a hangover of the 
Ceausescu era. " 

But when critics today challenge 
the country’s authoritarian political 
traditions as a means of explaining 
the difficulties in establishing demo- 
cratic structures, they are denounced " 
as “enemies." 

The nationalist and BTtrwnft right- ■ 
wing media blame the "enemy" 
which includes freemasons, Jews, the 
foreign press and the Hungarians. - 
for the country’s pyrmnmin difficul- 
ties. 

hi the Romania Mare, a far right- 
wing weekly, many of these allega- 
tions are spearheaded by Mr Eugen 


Barbu. As one of Ceausescu’ 8 chief 
propagandists, he poured vitriol on, 
among others, the Jews. Today, he is 
ohe.bf the editors off Romania Mare, 
which has circulation of over 
500,000. Unlike many other newspa- 
pers, it suffers no shortage or paper, 

'Hies, as the economy deteriorates, 
the need for scapegoats continues 
unabated, and with it, rumour and 
tear. , 

*Tn the past, we knew the rules of 
the game," said Mr Anton Uncu, the 
editor of Romania Libera,, a liberal 
newspaper. He was imprisoned by 
Ceausescu in 1969 a fter b e tried to set 
up an opposition newspaper. “We do 
not know whom to fear today. The 
fear is never personalised. Basic 
instincts are coming to the surface. 
The goiard (hooligans), the fascists, 
the black marketeers, the freemasons 
are all h feniad for the economic crisis. 
This impersonaHsed fear turns Into 

hatred end division,'’ be said. 

Despite the vacillation between 
instability and authoritarianism, Mr 
Roman says his government is genu- 
inely commited to building democ- 
racy. 

“There is no alternative. Maybe we 
will make mistakes in the details of 
the reform. Nobody has a good experi- 
ence of making the transition [from a 
dictatorship to a multiparty system],” 


be said in a recent interview. 

The chances of Mr Roman and his 
team of young technocrats creating a 
stable democracy depend on their 
ability to attract a bread base of sup- 
port, which is not yet forthcoming. 
The National Salvation Front, which 
won a frmrifrtftte victory in last May]s 
pto efi onfr, has split into factions and is 
bereft of a policy and a leadership^ 

One group is dominated by young, 
pro-government tech nocra ts who 
would be more at home with forming 
their own social democratic party 
with Mr Reman. The other, and stron- 
ger taction, is made up of conserva- 
tives, bureaucrats and largely unedu- 
cated deputies who were hand-picked 
by the Front to stand in the elections. 
They are adept at blocking change. 

For example, Mr Dan JosiL a Front 
senator, recently suggested that peo- 
ple should set up private bu sin esses 
in spare *™a , after their 
day’s work in the state-owned enter 
prises; eftrite'this month, the conser- 
vatives threw out a government pro- 
posal which suggested that people 
should be appointed on the basis of 
competence. Had it been passed, tens 
of thousands of bureaucrats would 
have been dismissed. 

The other bastion of opposition 
comes from Industry. Here, millions 
of workers have relied on the state for 


their livelihood. That rug of security 
is now being pulled from under their 
feet as the government embarks on its 
economic reforms. 

In effect, the government has 
become a victim of its propaganda at 
last May’s elections. During the elec- 
tions, the Front accused the weak 
opposition Feasant and Liberal par- 
ties of wanting to sell the country to 


T oday, faced with economic col- 
lapse, Mr Roman is in desper- 
ate need of foreign investment 
Sections of the Front, and even larger 
sections of the workforce, shudder at 
this prospect Foreign investment and 
an influx of foreign managers would 
diminish the bureaucracy's infWnrg 
throughout the economy and expose 
the pervasive corruption and incom- 
petence. Hence the vulnerability of 
the government It has to turn the 
Front’s economic and social policies 
up-side-djown, and risk losing popular 
support It will also lose support from 
the Front 

Furthermore, the government has 
little support from the non-Front 
opposition. The Feasants and Liberal 
parties remain suspicious following 
the miners' ransacking of their offices 
last June. The Hungarian Democratic 
Alliance, the second largest opposi- 


tion grouping, is ambiguous in Its 
support The Group of Social Dia- 
logue, a group of liberal intellectuals, 
remains aloof from politics. 

When they speak out the national- 
ist press, which supports President 
km Diescu, is quick to sow seeds of 
division between intellectuals and 
other sodal groups. 

As for Mr Hiescu, so tar be has 
given Mr Roman carte blanche to 
introduce reforms. But he is reluctant 
to support the government openly. 
His instinct is to side with the Front’s 
cons e r v at iv e populist factions. 

Against this background, the gov- 
ernment could well be sacrificed if it 
faj ]« to deliver on the economic front. 
Any collusion between workers, 

whose economic expectations cannot 
be met, bureaucrats who fear for their 
Jobs, and nationalists who oppose the 
democratic system, could rapidly lead 
to unrest Were Mr Roman's govern- 
ment to fell. Mr Hiescu. or the army, 
would be tempted to seize power. 

For Mr Roman, the only hope b 
western financial support which could 
make economic and social reforms 
more palatable to Romanians and 
increase the chances of stability. But 
assistance is slow In coming. And as 
Mr Roman and his ministers admit, 
time is not on their side. 


Strike will halt France’s 
legal system for 24 hours 


Cossiga strives to rise above the party fray in Italy 


.fy.Wffllaai Dawkins in Paris 

‘ALMOST THE entire French 
‘judiciary Is today due to grind 
to a halt as magistrates, I^al 
officials and lawyers mount a 
24-hour strike in protest 
against alleged underfunding 
fay the government 
' The stoppage comes four 
months after the first strike by 
magistrates in nfrm years high- 
lighted the Judiciary's growing, 
anger at what ft sees as erosion 
of its powers, lade of staff and 
poor pay and working condi- 
tions- 

Today’s demonstration, by 
nine unions across the legal 
profession, is triggered by 
widespread disappointment - at 
the FFrifJbn (£L8im> _ justice 
budget - for 1991, due to be 
debated fix parfiament today." 

Magistrates accept that the 
budget; a real &7. per cent rise 
on the c u r rent year, is an 
im provement, lint it tails wdl 
short Of what they had been 
led to hope for lay repeated . 
promises from Mr Michel Roc- 
ard, the prime minister, to 
tackle the jucBciary'a probteuw. 

The prefosidafa fo groanfog - 

tihAw. tho wight _rf_ » StLpflr 


her^iAa^»bcat^ii6w artfiM 
ii*20&- Magistrates sire ttetmoraL- 
*4sed try poor presfcecte for job 
promotion. They also tael 
insntted hy the Mow to-thrir 
professional independence 


inflicted by the passing of a 
law last year which included 
an amnesty for certain people 
suspected of using corrupt 
methods to raise caw for polit- 
ical parties. 

This is the first teal test for 
Mr Henri NaDet, France’s new 
justice minister, who until the 
cabinet reshuffle early this 
month was in charge of 
another notoriously unhappy 
sector, agriculture. The strike 
is aimed against Mr Rocard 
rather than Mr Nallet, who 
deariy arrived too late to influ- 
ence the Justice budget 

So tar, Mr Nallet has bene- 
fited from his image as an 
independent new arrival to this 
longrnnning problem by mak- 
ing a good impression among 
the sceptical magistrates. 

He told a weekend confer- 
ence of the USM, the largest 
magistrates’ union,' that he 
planned to improve salary 
structnraB and training for the 
judiciary, though he was 
unable 'to give any specific 
undertakings on the overall 
budget. .. . r •• 

•; "Von and we have the same 
diagnosis of the situation, on 
the basis of which we. can start 
s MB. But 

'life"Wairfed:' "If you •fcafttf to ’Be 
properly understood by public 
opinion and by the govern- 
ment, yofumnut he aware that 
your action must respect the 
constraints off the law." 


NeW view for Yugoslavs 


A TELEVISION station 
launched by the" Yugoslav gov- 
ernment will start broadcast- 
lug-today with the- aim -off pres- 
enting a balanced view of 
events in^ihe: country* Reuter 

reports from Belgrade.' ' • 

•' Mr Nebojsa Tomasevic. the 
director (tf Ynfet the new sta- 
tion, arid programmes would 
be seen far most parts of Yugo- 


-slavla; except Serbia, which 
has refused to broadcast them . 

-The station would show 
news and information pro- 
grammes for one hour every 
evening. Television stations in 
Yugoslavia are undo: the con- 
trol of regional authorities 
which have -used them in a 
"media war that has fuelled rth- 
nic and political tensions. - 


By John Wylas in Rome 
MR Francesco Cossiga’s initial 
feeling when he arrives in Lon- 
don today on a three-day state 
visit will almost certainly be 
relief. The Italian president 
was embarrassed three years 
ago when he was forced to can- 
cel a similar visit by one of the 
more trivial domestic political 
crises of recent years. 

Now into the fifth year of his 
seven-year term, the slightly 
stooped, scholarly 62-year-old 
Christian Democrat (DC) politi- 
cian has acquired a greater 
public role and authority than 
he had in 1987. 

He has made an effort to 
conquer personal reticence and 
political timidity to fashion his 
presidency into a vehicle for 
expressing both public concern 
and dictates of the Cossiga con- 
science. He increasingly 
appears to regard the two as in 
perfect harmony, although his 
many and frequently contro- 
versial public declarations thi« 
year have Mrmri hhn public 
criticism as well as respect 
. His rebukes of Italian politi- 
cians for appearing to reduce 
every exchange to “a simple 
contest for power” and Ms anx- 
ieties about politicisation of ■ 
the magistracy have . found~a 

wide public echo. , 

•? 'But his' Wounding attack last ; 
month an MtXeoluca Orlando, 
the framer Mayor of Palermo 
who has ifone much to promote 
an antimafia culture in Sitily 
— “a good lad misled by -a 
fanatical priest” - was more 

US computer plant 
to open in limerick 

DeU Computer Corporation of 
the US is to set up a factory in 
rinwrir.k r in Ireland, to manu- 
facture computers for the 
European market, writes Mich- 
ael Skap inker. The plant, 
which wW initially employ 150 
people, will be cm the site of a 
former factory used by Atari, 
another US computer com- 
pany. That closed hi 1985. 


worthy off a DC faction leader 
than an occupant of the Qtdri- 
nale. the president's palace. 

Once a precocious 25-year- 
old c ons titu tional law profes- 
sor at the university of his 
native Sassari in Sardinia, Mr 
Cossiga would undoubtedly 
worry about degradation in 
Italy’s political institutions. 

His new activism - which 
he sees as “getting rid of some 
stones in my shoe” — and his 
attack on Mr Orlando may also 
reflect a desire to renew his 
tenancy at the Quirinale after 


hh term prafa in 1992. 

To those who see a hidden 
hand behind recent discovery 
and publication of 419 photo- 
copied documents and letters 
of the late Aldo More, the crit- 
icism of Mr Cossiga in them 
will suggest the manoeuvre 
could be aime d partly at tem- 
pering such ambitions. 

Mr Cossiga was interior min- 
ister during the 55 days Mr 
Moro was held by the Red Bri- 
gades and set a precedent in 
Italy by taking responsibility 
and resigning his office after 


the DC president’s murder. 

He says the trauma off those 
days “had a great impact on 
my spiritual and personal life." 
But no more detailed revela- 
tion about his suffering could 
be expected from a man some 
Italian Journalists characteri se 
as “ingfese" because of his cool 
nerve and elusive personality. 

He admits to a profound 
admiration for British institu- 
tions and legal processes which 
he believes was nurtured in 
Sassari, whose traditions are 
strongly liberal and demo- 


cratic. 

He will certainly find the 
state visit more enjoyable than 
he does some of the more cere- 
monial aspects of his role in 
Italy. He takes some refoge in 
thing s mechanical from -bore- 
dom and his intense daily mon- 
itoring of Italian politics. Once 
a passionate radio ham, he is 
slightly infatuated by elec- 
tronic gadgetry of all kinds and 
recently brandished a pocket 
telephone in front of a group of 
foreign journalists with almost 
childish pleasure. 



Cossiga: greater authority 


sHli 
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THE COST OF f 
FOOD AT WORK* 

IN TODAY’S CLIMATE CAN YOU AFFORD 
TO IGNORE THE FACTS ABOUT 
GARDNER MERCHANT? 

Gardner MerehantwHiialaniover of £750. nifflon p^.istbe 

clear market leader In catering In Ibe.ILK. and EoropeL 

• Gardner Merchant operates In 14 conntries worldwide 
*■’ serving 4,495 contracts and employing 41,000 stair. 


Extended business reach 


t!ielJ.K.. serving one million meals a day. 

• Gardner Merchant was this year chosen by 500 new client 
companies to operate their catering. - 


24 locally based^ management teams. 

To make; the connection rii ^ 
^eforie5525 


That’s what you get as a result of our 
recent merger. Den Danske Bank has 
joined forces with tvro of Denmark’s 
other leading financial institutions— 
Copenhagen HandelsBank and 
Provinsbanken. Together, we’re a strong 
new bank in northern Europe. That 
places us in a unique position to meet 
your commercial banking .needs in Europe. 
And, with offices in key financial centers 
worldwide, we can offer you competitive 
service just about anywhere else. 


Den Danske Bank 
was established on 
April 5» 1990 as a 
reside of the merger 
of Den Danske Bank 
of 1871, Copenhagen 
HandelsBank and 
Provinsbanken. 





A strong new bank in-northern Europe 


GARDNER MERCHANT, 



DEN DANSKE BANK 
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Fear reigns in Jerusalem as 
Israel restricts Palestinians 


Virgin refuses to blush over role in Gulf crisis 


By Hugh Camegy in Jerusalem 


THE Israeli authorities 
yesterday barred Palestinians 
from the occupied territories 
from entering Jerusalem in a 
bid to prevent further violence 
between Arabs and Jews fol- 
lowing the fatal stabbing of 
three Jews on Sunday. 

La the West Bank and Gaza 
Strip, a Palestinian was 
reported to have been shot 
dead and a number wounded in 
clashes with the security 
forces. With Jerusalem per- 
vaded by its recurrent atmo- 
sphere of mutual fear and sus- 
picion, a Palestinian youth 
stabbed a Jewish man in Neve 
Ya'acov, one of a number of 
Jewish suburbs built on land 
captured from Arab hands in 
the 1967 war. 

The victim was not seriously 
hurt His assaitpnt escaped. An 
Israeli soldier was also 
reported to have been wounded 
in an axe attack In Gaza. Mean- 
while, troops sealed the West 
Wflnfc home of Omar Abu Sir- 
ban, the youth who stabbed to 


death a woman soldier, a 
policeman and a civilian on 
Sunday apparently In revenge 
fin* the killing by Israeli police 
of 20 Palestinians in Jerusa- 
lem's Old City earlier this 
month. 

Troops, police and paramili- 
tary forces were widely 
deployed on all routes into 
Jerusalem and at main junc- 
tions within the dty to prevent 
further violence by stopping 
Palestinians from entering. 
The authorities feared more 
attacks in answer to calls for 
revenge by radical groups fol- 
lowing the Old City shootings 
and Israel's refusal to cooper- 
ate with a United Nations 
investigation. 

The security forces also 
warned extremist Jewish 
groups against carrying out 
reprisal attacks on Arabs. Two 
months ago, a Palestinian was 
kille d when his car was stoned 
by an angry mob protesting 
against the killing of two Jew- 
ish youths in the dty. This 


time, however, there were few 
reports of such attacks. 

The government of Mr Yit- 
zhak Shamir , the p rimp minis , 
ter in the right-wing coalition 
led by bis Likud party, has 
come under fire from the oppo- 
sition Labour Party and other 
left-wing groups for not offer- 
ing any political avenue out of 
this cycle of violence. A series 
of no-confidence motions was 
presented in the Knesset last 
night, but the coalition nar- 
rowly survived thanks to the 
support of ultra-orthodox reli- 
gious parties. 

Mr sftj ri the Palestin- 

ians were reacting violently 
because their dreams of "salva- 
tion” by Baghdad and of 
destroying Israel were not suc- 
ceeding. He pud his minister s 
have repeatedly said Palestin- 
ian support for Iraq under- 
mined any prospect of negotia- 
tions. The prime minister 
again criticised the US for 
hadtfwg the UN Minifewmitift n 
of the Old City shootings. 


By Jimmy Burns 

AS Virgin Atlantic’s 
spokesman was the first to 
admit yesterday, the Gulf crisis 
has not all gone the company’s 
way. 

Some “negative" commenta- 
tors had noted the apparent 
eagerness with which the air- 
line owned by Mr Richard 
Branson has tried to steal the 
Hwiriighi in the hostages saga, 
ackno wledged Mr Will White- 
horn, the Virgin official. 

"They think we’re jumping 
on the bandwagon," he said as 
the company prepared one of 


Us Boeing 747s to pick up sick 
and elderly in Baghdad as the 
result of efforts by Mr Edward 
He a th, the former prime minis- 
ter. 

In the view of tYu* cynics, 
rescuing innocent westerners 
from the clutches of President 
Saddam Hussein has joined 
signing np the Sex Pistols, fly- 
ing balloons and opening 
mega stores in the repertoire of 
one of Britain’s most publicity 
conscious entrepreneurs. 

The Virgin official insisted 
that "Richard" — the riwirman 


of Virgin has always been 
referred to by his staff on first 
name terms - felt genuinely 
involved in the plight of the 
hostages because "he thinks 
IPs the right thing to do”. 

It emerged yesterday that Mr 
Branson’s relationship with 
the East was first fired 

three years ago when he 
helped King Hussein of Jordan 
discover the wonders and pit- 
falls of flying a balloon. 

More recently, the company 
says it was first approached in 
August by the Ministry of 


Defence and the Foreign Office 
to see if it might provide air- 
liners to help in the movement 

of people and equipment 
caught up in the Gulf crisis. 

Since then Virgin has laid on 
10 flights to Baghdad and 
Amman. 

Two of these last month 
brought back western women 
and children. Other flights 

have taken medical and food 
supplies towards the GUK and 
Asian refugees out of It 
towards Sri Lanka and Bangla- 
desh with the help of a £20CU)00 


Jordanians halt Iraqi freighter boarded for second time 


cargoes for Iraq 

JORDAN has halted the flow of 
goods to Iraq, previously its 
main trading partner, to show 
compliance with United 
Nations sanctions against 
Baghdad, Beater reports tram 
Amman. 

Police said yesterday that 
border authorities had barred 
all trucks carrying cargo from 

CEOSSUUT Yntn Tran «inw » Friday 

The ban includes food and 
medicine. Jordan has been crit- 
icised far faffing to implement 
fully the UN embargo on Iraq. 


By Victor Mallet in Dhahran 

MULTINATIONAL naval 
farces in the Gulf region yes- 
terday boarded the same Iraqi 
flagged freighter for the second 
time in three days to prevent it 
delivering a cargo to Yemen in 
breach of United Nations eco- 
nomic sanctions against Iraq. 

Boarding parties from the 
Australian frigate HMAS Ade- 
laide and the USS Reasoner 
took control of the al-Bahr al- 
Arabi in the Gulf of Oman. 

It was the first time in recent 


weeks that an Iraqi ship is 
known to have defied instruc- 
tions from the multinational 
forces after being hoarded. 
Since the Iraqi invasion of 
Kuwait in August the naval 
forces have Tnat ^ p more than 
2,500 challenges to shipping 
and boarded more than 240 
ships of which, a dozen have 
been diverted. 

The al-Bahr al-Arabi, carry- 
ing plywood and steel p ipes 
from Iraq to Aden, was first 


boarded by US forces in toe 
Gulf itself on Saturday. US offi- 
cials say the captain agreed to 
return north-west to Ira q but 
subsequently continued south 
through the straits of Honuuz. 
■ MR Richard Cheney, US 
defence secretary, said Iraq 
had seized a number of US- 
made Hawk pdgrfipa when ft 
invaded Kuwait, George Gra- 
ham writes from Paris. The 
Hawk defence system can 
destroy fighters 40km away. 


grant from the British Govern- 
ment's Overseas Development 
Administration. 

According to Virgin, prepa- 
rations for the latest ffightgot 
under way more than a week 
ago when Mr Heath rang Mr 
Branson and asked hbn to help 
out 

Virgin refuses to be drawn 
on why it appears to be playing 
a somewhat higher profile role 
in the Gulf crisis than. British 
Airways, although it considers 
itself less bureaucratic and 
more friendly than its rival. .. 

France seeks UN 
talks on Lebanon 

FRANCE has asted that the five 
p ermanen t members of the UN 
Security Council convene to dis- 
cuss the conflicts in Lebanon, 
AP reports from Pads. 

The request follows the defeat 
this month of rebel General 

Mk-hri Aram and the 

tion on Sunday of Mr Dany 

fifamirain , o n e W Us main BUp- 

partet&Gen Auan remains holed 
up in the French remhaggy in 
Beirut The Lebanese authori- 
ties have refused to let Urn go 

tnM wOa 


Tokyo fears row with 
Peking over islands 

By Robert Thomson in Tokyo and 
Peter Wlckenden In Taipei 


JAPAN is concerned that an 
argument with Taiwan over a 

in’lhe East^ China Sea could 
broaden into a more serious 
dispute with Peking, which 
also Claims sovereignty over 
the island group. 

China, Japan and Taiwan 
claim ownership of the five 
uninhabited inlands and three 
reefs that comprise what 
Peking calls the DIaoyutai 
group and what Tokyo refers 
to as the Senkakn Islands, 
200km north-east of Taiwan. 

The islands are said to be 
surrounded by rich fishing 
grounds, and there were 
reports in the late 2960s that 
the area could contain signifi- 
cant oil reserves, although 
Tokyo has refrained from 
extensive testing of the area 
for fear of antagonising 
Peking. 

The Taiwan government yes- 
terday protested at Japanese 
coastguards’ obstruction of a 
private trip to the islands. On 
Sunday Japanese naval patrol 

bo ats and helicopters bloc ked 

two vessels carrying Taiwan- 
ese athletes from landing on 
the Islands, where they 
intended to plant an Olympic 
torch as a symbol of Taiwan’s 
ownership. 

Mr Misqji Sakamoto, Japan’s 
chief cabinet secretary, said 
yesterday the islands were “an 


integral part of Japanese terri- 
tory* and that the government 
would deliver a protest note to 
the Taiwan government, 
although the two. do not have 
diplomatic relations. 

In spite of this, Taiwan will 
attempt to negotiate with 
Japan through diplomatic 
riiamwh and ruled out flW use 
of armed force to solve the dis- 
pute. 

The Japanese action 
prompted email protests by 
Chinese in Taiwan and Hang 
Kong, but Tokyo is more con- 
cerned that Peking win take a 
strong stand on the issue, 
which the two countries have 
tended to ignore for tear at 
damaging their ties. 

Pelting was annoyed by a 
suggestion earlier this month 
that Tokyo will formally recog- 
nise a beacon built on one of 
the islands by a Japanese 
right-wing group in 1978 and 
now apparently In need of ren- 
ovation. 

Last week, a Chinese foreign 
ministry spokesman said that 
the beacon violated Peking's 
sovereignty and that the 
islands been Chinese tend-' 
tory since “ancient times”. A 
similar statement was made 
early last year alter Mr Sou- 
suke Uno, Japan’s foreign min- 
ister, suggested the dispute 
had been solved in Japan's 
favour. 



Singh’s crisis deepens 
on Hindu temple issue 


By David Homage in New Delhi 


Posters of sacked prime minister Benazir Bhutto and her main 
election rival, Nawaz Sharif# in Lahore, capital of Punjab prov- 
ince, yesterday where both planned to conduct their final meet- 
ings as the wmpd p cthk* to an official end before tomorrow's 
voting; Thousands of poJKe carrying riot gear moved on tofee 
afreets of the dty to control the tans of thousands of supporters 
of Ms Bhutto’s Pakistan People’s Party and ha rival's Islamic 
Democratic AIUmm* (IDA). 

Ms Bhutto, who has been drawing massive roadside crowds oh 
her election tours, opted for a motorcade around Lahore after 
tiie authorities awarded the main rally sites to the IDA, saying 


they asked first. Populous Punjab has more than half the seats 
in parliament IDA and FPP flags, bearing the symbols that help 
a largely illiterate electorate place their ballot marks, festoon 
Punjab’s bazaars in equal profuriou in a dose-fought c a mpaign . 

But local journalists and observers -say electioneering Is mare 
muted ft™ in 1988, when Ms Bhutto won power after almost 11 
years of military rule. , . 

President Ghninm Ishaq Khan sacked Mis Bhutto in August, 
appointed IDA leaders as a caretaker government and set .19' 
special courts to charge Ms Bhutto with misrule. Her husband 
has also been charged with corruption offences. 


THE Tnrtian P rime Minister, Mr 
V.P. Singh warned In a nation- 
wide teLeviskm broadcast last 
night that he was prep a red to 
sacrifice his government to 
prevent wfafti fopdamentalls ta 
from building a temple In 

ffyflwm TniHa gg ftp rite of an 

existing mosque. 

Eariter in his strongest state- 
ment yet Mr Singh backed 
appeals to Mr LK. Advani. the 
leader of the radical Hindu BJP 
party to call off his rath yatra 
(mass pilgrimage) now on its . 
way to Ayodyha, where cere- 
monies to Inaugurate construc- 
tion are due to be held on Octo- 
ber 30. 

Implictly telling Mr Advani 
that he faced arrest, Mr Singh 
said that if the appeal was not 
heeded, “I shall cease to play a 
mediatory role . . . It is my duty 
to uphold the constitution on 
which I swore when I assumed 
the office of prime minister.” 

The BJP said list week that 
it would withdraw, support, 
from his government ft the 
temple plans were thwarted. 
Without the support of the. 
BJP, Mr -Singh's one-year-old 
ad mi nistration would c ollapse. 

• : » itoynf Tnwm<l>H{ lwN<nn 

JaJMhJfeirJMU end. rise- ; 
where in north India, Mr Sngh 
came under Increasing pres- 
sure to take tough action 
against the BJP. Mr Mulayam 
JBng h Yadav, the nhiaf minis- 
ter of Uttar Pradesh, in which 


Ayodyha lies, called for Mr 
Advanl’s arrest. Chief minis- 
ters from other states pledged 
their support to Mr Yadavelr in 
maintaining law and order In 
the state where the Ayodyha 
dispute could precipitate vio- 
lent clashes between Hindus 
and Moslems. 

The BJP claimed that 15JJ00 
Hindu mffttants have been put 
under preventive arrest in 
Uttar Pradesh. Three people 
woe kilted yesterday and sev- 
eral wounding In clashes 
between Hindus and Moslems 
at Basti in Uttar Pradesh. 

Ministers woe increasingly 

pessimistic of a compromise 
being worked out Mr Dinesh 
Goawami, the law minister, 
said he did not believe this was 
possible to achieve In the pres- 
ent emotional atmosphere and 
in tiie few days left. He said 
the government's attention 
would focus on defusing ten- 
sions. • ■ 

This followed the reversal at 
a weekend plan under which 
the Jpn MwnWMgwt would COOlpuL 
gorily acquire the site, allow* 
ing a temple to be h nflt on 
open land while the mosque 
would be p re s er v e d. 

. hLn Jast attempt tojflnd. a 

anlTTtWtn fhA pwwnmwnt yw*. 

today appointed a co mnritto a 
of ftvu chief ministers to renew 
the search. Two at the chief 
ministers foiled to attend the 
first meeting. 


Japan’s race row hangs over Mandela visit 


By Robert Thomson In Tokyo 



Kaffyama: slur caused storm 


THE Japanese government 
continues to be highly embar- 
rassed by derogatory remarks 
about black Americans made 
by a cabinet minister last 
month but which have gained 
significance with the planned 
Tokyo visit later this week by 
Mr Nelson Mandela, deputy 
president of the ANC. 

Mr Selroku Kajiyama, the 
justice minister, began the con- 
troversy during a tour of a 
Tokyo red-light district when 
he equated the impact of pros- 
titutes on the area to US neigh- 
bourhoods that “become mixed 
because blacks move in and 
whites are faced to move out". 
The comment has drawn 


expressions of deep regret from 
Mr ToshUd KaifU. the prime 
minister, and Mr Kajiyama 
hfomeM, but remains a potent 
issue, with a US congressional 
resolution late last week cen- 
suring the minister. 

A US .administration’s 
attempt to end the controversy 
has created confusion in 
Tokyo, with Mr Kaifo and the 
Foreign Ministry this weekend 
strongly denying a White 
House statement that Presi- 
dent George Bush had 
expressed personal concern to 
the Japanese prime minister 
about the slur. The White 
House spokesman was making 
the case that enough had been 


said on the subject 
There are fears in Tokyo 
that the US Congress sees the 
comments as an opportunity to 
launch more general attacks 
against Jauan. and ft»* only 
MrKalframa’s resignation will 
stop the the criticism. 

• Mr Mandela was received as 
an honoured guest by the Aus- 
tralian government yesterday 
but some aborigines were less 
friendly, Reuter reports front 
Darwin. Mr Michael Mansell, a 
lawyer who has set'up what he 
calls a provisional aboriginal 
government, says Mr Mandela 
was dealing a blow to Aborigi- 
nes by accepting the invitation 
from the government 


South Korean economic growth boosted by investment 


THE South Korean economy 
will grow by almost 9 per cent 
this year in real terms despite 
the impact of the Gulf crisis, 
the governor of its central 
bank forecast yesterday, John 
Bidding writes from Seoul. 

However, Mr Kim Kun, gov- 
ernor of the Bank of Korea, 
added that the country was 
expected to suffer a current 
account deficit of about ll.Tbn 
because of sluggish exports 
and rising oil prices. South 
Korea imports all its oil, which 


represents about 54 per cent of 
energy requirements. 

According to Mr Kim, the 
Gulf crisis a»d the economic 
slowdown in industrialised 
countries had forced the cen- 
tral bank to revise downward 

its June prediction erf a 9 per 
cent increase in GNP for the 
year as a whole. 

But an unexpected increase 
in investment is compensating 
for much of the decline and 
GNP is now expected to grow 
by a real 8.8 per cent Last 


year, real GNP increased by 6.7 
per cent 

On the trade account, how- 
ever, thp crisis in the Gulf bag 
ended prospects fora sustained 
improvement Current account 
surpluses in July and Septem- 
ber had trimmed the first half 
deficit of $l.S7bn, but increased 
oil costs awi slower dgitmnd in 
South Korea's principal mar- 
kets have prompted expecta- 
tions of further deficits in the 
final quarter of the year. Last 
year, the current account regis- 


tered a surplus of fiLlbn. 

The increase in international 
oil prices has also increased 
inflationary pressures in South 
Korea. Most analysts now 
believe that the government 
cannot achieve its target of a 
single figure rise in the con- 
sumer price index and are fore- 
casting an . annual rise of 11-12 
per cent 

- Mr Kim called on the govern- 
ment to postpone spending on 
public works and tighten credit 
in the private sector. 


China says 
drug problem 
worsening 

By Pater EHIngsen in 
Peking 

CHINA has acknowledged its 
growing drug problem follow- 
ing an increase in drug-related 
arrests and the country’s first 
Aids death, an intravenous 
drug user from southern 
Yunan province, bordering the 
notorious “Golden Triangle”. 

Officials say a special task 
force of L300 police has been 
formed to stem the flow of her- 
oin and opium through Yunan, 
long known to be a conduit for 
drugs, largely destined for 
overseas markets, from Asia’s 
key opium-growing regions. 

Mr Wang Fang, minister for 
public security, told a meeting 
of the Heads of National Drug 
Law Enforcement Agencies 
(Honlea) in Peking ft a* China 
would increase co-operation 
with international agencies to 
hit cross-border trafficking. 

The meeting was told by Mr 
Francisco Ramos-GaHno, Hon- 
lea ’s narcotics director, that 
ethnic Chinese Triad gangs, 
not the Mafia, now controlled 
the world's drug trade. 

Peking’s crackdown coin- 
cides with news of China’s first 
Aids death , identified only as a 
Yunan man who contracted 
the virus from a needle. 


Mahathir’s foes take poll loss badly 


By Roger Matthews, Asia Editor 


THE convincing victory 
achieved in the Malaysian gen- 
eral election on Sunday by tbs 
National Front coalition 
headed by Dr Mahathir Moha- 
mad, the prime minister, 
appears unlikely to herald a 
period of rpmmrTHatlfm 
the politically dominant Malay 
community. 

Twigku ft 

former cabinet colleague of Dr 
Mahathir who headed the elec- 
toral challenge to the prime 
minister, said yesterday that 
he congratulated the National 
Front on Us victory. He added: 
”1 wish to recall that this vic- 
tory has been achieved 
through the abuse of power, 
money, the media, government 
machinery, and by whatever 
deceit was possible." 

The bitterness of Tengku 
Razaleigh's concession state- 
ment reflected that <rf the ejec- 


tion campaign and raises fears 
that despite winning 127 trf the 
ISO pa rl ia menta ry seats, more 
than the two-thirds majority 
needed to amend the constitu- 
tion if desired, there may be 
difficult days ahead for the 
National Front. 

Attention will particularly 
focus on Tengku Razaleigh's 
home state of Kelanlan, in the 
Malay heartland, where the 
opposition took every seat in 
the local l egisla ture. 

The opposition victory gives 
effective control Of the state to 
the Parti I slam which is now 
likely to adopt a more funda- 
mentalist stance and seek to 
use its new power to advance 
Islam throughout the country. 

The main Chinese opposition, 
group, the Democratic A ct i on 
Party, which was also anted to 
Tengku Razaleigh, narrowly 
foiled in its ambition to win 


Nairobi breaks off 
relations with Norway 


By Michael Holman in Nairobi 


Algeria to offer collateral for foreign bank loans 


By Stephen Fldler and Francis Gkhlhki 


THE ALGERIAN authorities 
are to' press ahead with a pro- 
gramme "whir which they will 
provide collateral to encourage 
international banka to grant 
the country new loans. 

The programme, underlini n g 
the g ov e r nment’s resolve not 
to reschedule Its foreign debt, 
would involve the use of s ome 
b o rr ow ings from b ank s to buy 
zero-coupon bonds which 
would guarantee the repay- 
ment of principal Zero-coupon 
bonds pay no annual interest 
but their value grows until 
they mature. _ . 

The idea, developed by the 
Paris-based Banque tie runion 
Europdene, would be for the 
establishment of a special pur- 
pose company which would 
borrow $2bn (filbrO or more. 
R pnghiy half would be lent to 


Algeria and the other half used 
to buy either zero-coupon US 
dollar or French Treasury 
bonds which would guarantee 
repayment to the banks after 

10 years. 

A number of possible options 
have been outlined, including 
some in which interest pay- 
ments to banfca In years ulna 
and 10 would also be guaran- 
teed. 

Because the special purpose 
company would not be an Alge- 
rian borrower, it is hoped that 
banks will be less unwilling to 
lend. They would not have to 
make provisions on their loans 
and. their only risk would be 
the annual Interest payments. 

While financing the collat- 
eral would increase the Algeri- 
ans’ borrowing costs, BUS 
argues these Increases would 


be relatively modest over a 10- 
year period. If the idea worked, 
such operations could be car- 
ried out annually. 

The expectation is that Ban- 
que Nationale de Paris and 
Credit Lyonnais would arrange 
such an issue. 

Meanwhile, the Algerian 
government remains deter- 
mined to avoid rescheduling. 
For Mr Ghazi Hidoud, minister 
■of finance, and Mr Abderrah- 
mane Hadi Nacer, the central 
bank governor, the broader 
problem is not so much the 
size of the debt burden - 
t2&3bn at the end of last year 
- but its unfavourable matu- 
rity schedule. 

Of the total, 70 per cent 
matures before the end of 1993. 
They remain determined to 
avoid rescheduling not least 


because such a move would 
close Algerian access to the 
international capital markets 

for a long time. 

Their determination is com- 
forted by the doubling in oil 
prices since the start of the 
Gulf crisis. Senior Algerians 
expect the increase will earn 
the country’s state oil and gas 
monopoly, Sona track, about 
$1.5bn more than expected, 
thus bringing total foreign 
earnings for 1990 to $115bn. 

Some intgr-naHnnai bankers 
who follow Algeria argue that 
these figures are too conserva- 
tive. Whatever the exact figure 
of the windfall, Algeria’s antic- 
ipated current account deficit 
Has been turned into a surplus 
of at least SSOOm. 

The revalue windfall will be 
used to repay an estimated 


$600m in arrears owed by 
Algeria to foreign companies 
ana strengthen Hard currency 
reserves which currently' 
amount to $455m and are 
expected to rise to $900m by 
the year-end. Gold worth $2bn 
at current market prices is not 
included in this figure. 

The longer tarn aim of the 
central bank is to hold hard 
currency reserves worth 
around $2.5bn, that is the 
equivalent of three months of 


The third priority will be to 
boost economic growth 
through a limited increase in 
imports. Meanwhile, measures 
aimed at liberalising the econ- 
omy continue with a number 
of joint ventures expected to be 
signed during the next few 
months. 


KENYA announced yesterday 
it was breaking Off mplomwHi- 
relations with Norway. A for- 
eign ministry statement 
accused the Oslo of support in g 
one of President Daniel arap 
MoFs prominent opponents, Mr 
Koigi wa Wamwere, a former 
MP arrested in Nairobi last 
week and now facing treason 
charges. 

A Norwegian foreign minis- 
try official said Nairobi had 
been asked to reconsider its 
action. However the row may 
lead to further cuts, in Nor- 
way’s 920m aid programme for 
next year. It has already been 
cut by 20 per cent as an expres- 
sion of Oslo’s concern about 
human rights. 

The row seems certain to 
prompt further concern among 
western governments about Mr 
Mm’s handling of critics call- 
ing for an end to the country’s 
one-party political system. Nor- 
way and the ITS have begun to 
link aid commitments to 
Kenya's human rights record, 
a policy Mr Moi has called 
“blackmail”. 

The authorities say Kenya’s 
record is for better than most 
other African countries, Which 


do not come under the 
Western scrutiny. 

The diplomatic break was 
presaged by a bitter attack on 
Norway by Mr Mid, rfiar gte g 
Oslo with comp dotty in trea- 
son. 

Mr Wanwere won a reputa- 
tion as a forthright govern- 
ment critic as an iff and went 
into self-imposed evfla in Nor- 
way in 1986. He was arrested in 
Nairobi last week, together 
with two local lawyers, having 
clandestinely returned accord- 
ing to the police who said they 
■ had discovered arms cach es. 

. The president defended the 
arrest and denied reports Mr 
Wan were had been abducted 
from neighbouring Tanzania. 

“Why should Norway protest 
because we have arrested a 
criminal who wanted to kill 
people? It appears what he 
wanted to do was at the behest 
of the Norwegian govern- 
ment”, the president was 
reported as saying. 

The Norwegian 
protested against the- arrest, 
demanded Mr wa Were be 
given access to his lawyers, 
and said Norway had reported 
the case to toe United Nations. 


the Island state of Penang. Dr 
Mahathir could now deciaB to 
use his victory to reconcile the 
Malay community, for whom 
consensus had been a political 
way of life until the challenge 
to the prime minister's leader- 
ship of the United Malays 
National Organisation was 
launched at the party elections 
in April 1387. 

But Dr Mahathir’s angry 
response to that challenge sug- 
gests that he will use his elec- 
tion victory to consolidate his 
power base, and in particular 
his power to nominate the man 

who will succeed him. ' 

Zt is suggested that Dr 
Maha t hir, having suffered a 
heart a t tack and bypass sur- 
gery last year, will den l fl e to. 
step down within the next .two. 
to three years, allowing a suc- 
cessor time to assert authority, 
before the next election. 


Mozambique 
makes way 
for market 

By Stephanie Gray 

MOZ AMBIQUE’S parliament 
yesterday approved a clause in 
the country’s new constitution 
which recognises private prop- 
erty and the role of market 
forces in the economy. 

Th e decision followed the 
approval at the weekend of 
new constitutional articles 
committing the previously 
Marxist state to political plu- 
ralism after is years of one* 
party rule. 

Both are long-standing 
dem a n ds of the rebel National 

Resistance Movement (Ren- 
too), which the Frelimo gov- 
ernment has been battling for 
IS years In a civil war which 
has cost 600,000 lives. 

The new economic order will 
he based on “appreciation of 
fobour, market forces, initia- 
tive of economic agents, partic- 
ipation of an types of owner- 
ship and action by toe state as 
a regulator and promoter of 
economic and social growth 
and development.” 

A law on political parties is 
to be drawn up before the end 
of Htis year and the first 
multiparty elections are due to 
1991. 
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•;•; . B^tja&'iyilid^KX^.^M9yr;^«'i|&^flJ^-ou£ of Heathrow well over 
800 times a week, which includes a comprehensive schedule to 

Belfast, Glasgow and Edinburgh- 

But you don't get voted Best Domestic Airline* as British 
Midland just has; on quantity alone. 

.- W^ maies British Midland special is.the quality of our 
renowned Diamond- Service. ** 



Leather seats, hot towels, and meals served with an 
unaffected friendliness that turns occasional travellers into 
tegular customers, are among the attractions. 

And it’s those regular customers who most appreciate 
the £30 they save on our unique 3-day Executive return 
fare between Heathrow and Glasgow, Edinburgh or Belfast, 
compared to full Executive fares. 


Also by joining our new Diamond Club, they'll reap the 
many benefits tailored to the needs of the business traveller 
Award-winning service. Money-saving fares. More and more, 
British Midland is the alternative worth thinking about. Seriously. 

A Q&MMnc-Md S&fawce 

Mt British Midland 

THE SERIOUS ALTERNATIVE 

FOR FURTHER M33RMATION CONTACT VCXJR TTVWEL X3CNT OR PHONE 071 -589 5669. 
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AMERICAN NEWS 


Bush’ poised to overrule 
key minority rights bill 


The rich are different — they pay less tax 


By Lionel Barber In Washington 

PRESIDENT George Bush was 
last night poised to veto a key 
civil rights MU, a move certain 
to hurt his efforts to woo black 
voters to the Republican cause. 

The veto threat follows 
months of White House negoti- 
ations with Congress and argu- 
ments ammig Mr Bush's top 
advisers over the bill, the legis- 
lative priority for black leaders 
this year. 

The bill aipm to overturn or 
modify five Su prem e Court 
decisions which, critics argue, 
would weaken the rights of 
minorities and women in dis- 
crimination 

Having pressured Mr Bush 
on the issue of taxing the rich, 
the Democrat majority in Con- 
gress is now intent on casting 
him as a president insensitive ^ 
to minorities. 

Republicans, meanwhile, are 
urging Mr Bush to be decisive, rat 
even if it means upsetting abc 
blacks. pol 

The president is caught in 1 
the middle. He has worked by 
hard to bury memories of Mr wet 
ppwaifi Reagan and his studied for 
indifference towards minorities nat 



Bush: increased black vote 
- so hard that his approval 
rating among blacks jumped 
above 70 per cent, according to 
polls earlier this year. 

Mr Bush said the bill passed 
by the House and Senate last 
week would make it too easy 
for plaintiffs to prove discrimi- 
nation. He argued that employ- 


ers would probably hire minor- 
ities and women to avoid legal 
action, even If they woe not 
properly qualified. The bill set 
down “quotas", he said. 

The House and Senate do not 
have the two-thirds majority 
votes required to overturn a 
presidential veto, so the bill 
seems certain to die. Some 
observers believe Mr Bush 
would have signed the bin if 
the budget fiasco had not inter- 
vened. 

This is by no means certain. 
Recent polls suggest deep 
resentment among low-income 
white voters who believe 
blacks and other minorities are 
receiving preferential treat- 
ment and are a busing the wel- 
fare system. Republicans could 
tap this profitably in next 
month's wi id-farm elections. 

In the background, is the 
newly emerging debate about 
the civil rights /Great Society 
legislation of the 1960s which 
may have helped some blacks 
Improve their lot - but which 
have singularly failed to help 
the underclass. 


T HE American Dream is 
based on equality of 
opportunity rather than 
equality of outcome. 

The current Democratic 
“fairness" campaign and effort 
to increase taxes on the rich in 
the budget package does not 
represent the start of a class 
war. Most Americans are quite 
content to tolerate millionaires 
provided they pay their fair 
share of taxes. 

There is no dispute that 
inequality increased substan- 
tially during the 1980s. 

This was a result both of spe- 
cific Reagan administration tax 
cuts favouring the rich and of 
a debt-driven boom in asset 
values. 

It was a climate in which it 
was socially and politically 
acceptable to be ostentatiously 

wealthy. 

The share of national income 
received by the top 1 per cent 
of the US population rose from 
8 to 15 per cent between the 
late-1970s to the late 1980s. 
Their share of the overall 
income tax burden rose from 
18 to 27 per cent during the 
1980s. 

Internal Revenue Service fig- 
ures show that the number of 


But making the wealthy fork out 
their ‘fair share’ will have little effect 
on the budget deficit, reports 
Peter Riddell from Washington 


US high earners 


tax returns from those with 
gross annual incomes of more 
than $im jumped from 15,000 
in 1984 to 65,000 in 1988. 

The number of returns show- 
ing Incomes of between 
$500,000 and Sim rose from 
29,000 to 119,000 over the same 
period. 

A controversy has raged in 
recent months by political ana- 
lyst Kevin Phillips’ book - The 
Politics of Rich and Poor. 

He points to two earlier 
instances in American history 
when heydays for both the 
wealthy and the Republicans, 
in the 1880s and the 1920s, have 
been followed, by economic 
downturns and marked swings 
in the direction of populism 
and progressivism. 

His argument that the time 
is ripe for s im il a r transforma- 
tion has been eagerly seized 
upon by the Democrats looking 


for a popular, unifying theme. 

The increase in income dis- 
parities and stories of tax eva- 
sion by the wealthy have 
underpinned support in the 
polls for raising taxes on the 
rich. 

But this has been less a 
burst of egalitarianism than a 
call from those with middle 
incomes, whose take-home pay 
has been squeezed, for a fair 
contribution from the wealthy. 

A new Washington Post/ABC 
News poll points to an admira- 
tion and respect for the 
wealthy among 55 per cent of 
those interviewed. 

Some 58 per cent want to be 
rich themselves and 27 per 
cent think they will be rich one 
day. 

The wealthy are seen by the 
majority as more likely to be 
well-educated, intelligent and 
physically attractive, though 


00 



1964 85 86 87 88 

also more likely to be racists 
and snobs. Two-thirds think 
the rich are less likely to be 
honest 

There are contradictory 
strands in the poll — including 
the combination of a belief that 
people ought to have the 
chance to become rich with 
ambivalent feelings towards 
those who do. 

Although the rich may be an 
attractive target in budgetary 
terms they are an almost mar- 
ginal one. 

Even the 10 per cent surtax 


1984 85 86 


87 88 

Score*: M 


on those earning more than 
81m a year suggested in the 
House budget plan would raise 
only J7.6tan over five years, 
just VA per cent of the total 
deficit reduction package. 

Extending a 33 per cent 
income tax rate to all higher 
income taxpayers would raise 
$50bn over the period. 

Even if the wealthy contrib- 
ute their “fair" share through 
various higher taxes, the main 
burden Of deficit reduction will 
inevitably fall on the vast 
majority of wage earners. 


Congress agrees new targets 
for environmental legislation 


Venezuela to reschedule 
Nicaragua’s oil debt 


Panama claims to have pre-empted coup 


By Peter Riddell 

NEW RULES and targets for 
reducing damage to the envi- 
ronment caused by arid rain 
have been agreed by congres- 
sional negotiators, removing 
one of the last obstacles to fin- 
alising the most far-reaching 
dean air legislation gtnra the 
1970s. 

Agreements have already 
been reached on auto-emission 
controls, the use of alternative 
fuels and airborne toxic indus- 
trial chpmfcala . 

The last remaining problem 
concerns proposals, approved 
by the House but narrowly 
rejected by the Senate, which 
would provide $250m over five 
years in additional unemploy- 
ment benefits for workers such 
as coal miners who lose their 
jobs because of the Tpgigiatinw 
This provision is strongly 
opposed by the White House. 

On acid rain, a series of com- 
promises been reached to 


deal with the concerns of legis- 
lators from mid- western states 
which will be most affected by 
the costs of cleaning up dirty 
coaMired utilities. 

The plan's target is to cut by 
half power plant emissions of 
sulphur dioxide, the main com- 
ponent of add rain. This 
involves the use of pollution 
credits, earned by bettering 
prescribed pollution limits, and 
which are saleable to other 
utilities seeking to expand. 

The negotiators agreed vari- 
ous incentives for scrubbers, 
which reduce sulphur from 
plant emissions. Between 1995 
and the year 2000, coal-fired 
utilities in Ohio, Indiana and 
Illinois would received extra 
credits worth as much as 
$100m. 

This meets some of the con- 
cerns of legislators from mid- 
western and Appalachian 
states about a bag loss of Jobs 


in their hi g h sulphur co al min- 
ing areas. 

The total cost for US indus- 
try of im piAntf>nting the legisla- 
tion has been estimated at up 
to $25bn annually by the year 
2005. 

Prospects for the legislation 
revived earlier this month 
after a compromise on the con- 
tentious issue of car emission 
standards. 

The legislation had been 
stuck in a Senate/House con- 
ference since late spring, fol- 
lowing differences between 
environmentalists and manu- 
facturing and utility interests. 

However, environmental 
groups have expressed disap- 
pointment that the motor 
industry is not being pushed 
enough to produce new anti- 
poHntion technology. By con- 
trast, motor manufacturers 
have said the package is 
extremely tough. 


By Joe Maim In Caracas 

VENEZUELA has agreed to 
stretch over four decades the 
repayment period for long-over- 
due Nicaraguan oil debts. 

The unusually generous 
terms tacitly recognise that Car- 
acas is imKicriy to receive signif- 
icant repayments from Nicara- 
gua, which is struggling to 
rebuild its stricken economy. 

Nicaragua owes Venezuela 
$160m (£8L2m) in principal for 
nil shipped under trams of the 
San Jos6 Agreement, a joint 
accord by Venezuela axil Mexico 
to supply oil to Central Ameri- 
can awl Caribbean gove rnments 
at a discount 

The Venezuelans agreed dur- 
ing a recent visit from President 
Vudeta Bandos de Chamorro of 
Nicaragua to reschedule pay- 
ments of $l60m over a 40-year 
period, with six years of grace. 
According to Nicaraguan offi- 
ciate, interest payments will be 
c o ntin g ent on Managua’s ability 
to surpass an animal expert tar- 
get of about $L4bn. 

ft was not clear if $90m in 
overdue interest would also be 


rescheduled or simply forgotten. 

Venezuela only recently res- 
cheduled most of its own exter- 
nal public sector debt with 

inlurriatronfll hanlw for a p eriod 

of less than 20 years. 

Last June it began shipping 

nil to Manag ua after a gap of 

several years. However, this is a 

temporary arfangamawt . as offi- 
cial oil shipments under the San 
Jose accord will not start until 
both Mexico and Venezuela 
have reached a settlement with 
the Chamorro government 
Nicaragua owes Mexico dose 
to $lbn far oiL 

A Nicaraguan affirial said his 
government’s total foreign debt 
was $llbn. most of which is 
owed to the Soviet Union and ; 
farmer members of the Eastern 
bloc. 

Central Ame rican and Carib- 
bean countries owe Venezuela 
about SSOOm, for oil supplied 
under the San Josd Agreement 
These debts have been quoted 
cm secondary market* at only a 

tiny frartlnn nf fteir ftim wiiiifl- 


THE PANAMA government 
Has claimed to have stopped a 
rebellion by middle^ranking 
officers within its police force, 
following the arrest of two 
ringleaders over the weekend, 
Tim Coone reports. 

The Ministry of Government 
and Justice said the revolt was 
an “attempt to destabilise Pres- 
ident Guillermo Endara's gov- 
ernment, but we have ruled 
out that it was a coup 
attempt". 

The ministry Mid two cap- 
tains, from an elite anti-terror- 


ist unit, were organising a 
nationalist movement within 
the 12,000-strong police force 
and Intended to seize several 
barracks in the provinces of 
Chiriqui and Colon, the latter 
at the northern end of the Pan- 
ama ean»l_ 

Arrests continued over the 
weekend, as other suspects 
were rounded up. Both cap- 
tains had served in the farmer 
Panamanian Defence Forces 
(PDF), which was dlawmntlwd 
following the US Invasion in 
December last year. 


The majority of its troops 
were then recruited into the 
new police force, which took 
over public order duties as the 
US force gradually withdrew. 

About 10,000 US troops 
remain based in Panama, how- 
ever, and are likely to stay 
there even after the Panama 
Canal Treaty expires in 1999. 

Mr Dene Hinton, US ambas- 
sador to Panama, reiterated at 
the weekend that his govern- 
ment continued to support 
President Endara's administra- 
tion. 


Argentine troops unhappy over low pay 


CONCERN is rising in 
Argentina over discontent in 
the armed forces because of 
low pay, particularly among 
right-wing extremists who sup- 
port retired Colonel 
Mohammed All Seineldin, 
leader of the military uprising 
two years ago, writes John 
Barham in Buenos Aires. 

This coincides with a wave 
of bombings In Buenos Aires, 
which yesterday saw a bomb 
exploding outride the British 
Hospital ranging damage but 


no injuries. Last week four 
bombs went off at offices of 
companies involved in the gov- 
ernment’s privatisation pro- 
gramme. Nobody claimed 
responsibility for the attack on 
the hospital, but a previously 
unknown group, the Eva Peron 
Commando, raid it placed last 
week's bombs. 

Vice-president Eduardo 
Duhaide and Mr Humberto 
Romero, the defence minister, 
met yesterday to discuss tak- 
ing action against Col Seixxri- 


Hin. A letter sent to the resi- 
dence of President Carlos 
Mtenem at the weekend, pur- 
portedly from the colonel, 
warned of military “protest 
movements of such gravity 
that neither you nor I are able 
to predict". Officials are puz- 
zled that the letter was sent. 
President Menem is on a 
10-day European tour. Mr 
Duhaide h«a raid that, if Col 
Seineldin wrote the letter, he 
will be “severely punished" for 

frwmhnritii m Hfin _ 
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On April 14th 1927 the first Volvo left the 
production line. 

The .car was. an open tourer, made of 
' sheet . metal, fetened on to a wooden frame. 

The chassis was. dual-purpose (it could 
. .also be used for a light lorry) with wooden-, 
spoked wheels and soKd tyres, 

. From the very start, Volvo made their 
cars tp- an exacting standard. . 

. They became famed for their longevity. 

; . ( 5 we&h surveys have shown that the 
r. : average life expectancy of a Volvo is longer 
l A'ah^Aat; pF induding 

* Mercedes and BMW) ■ 

L\r6LVO w m tiSJOO MO H® £B.»0 TO CSi.7n IKC CTB U> i m 


Naturally, we expect the latest Volvo, the 
new 940, to uphold this tradition. 

"• • Like all Volvos it is beautifully built and 
reassuringly safe. 

(Yes, the steel safety cage is very much 
in place.) 

But as you would expect the latest Volvo 
is also the most refined Volvo. 

. The new body shape improves not only 
the look of big Volvos but also their aero- 
dynamic efficiency. 

There is a range of engine options. 2-0 
litre, 2-3 litre, 2-3 litre 16 valve and 2-3 turbo; 
all with catalytic converters as standard. 


It is undoubtedly the quietest Volvo ever 
made, with 11 extra sound damping panels in 
the rear. 

The Volvo 940 GLE has everything you 
expect to find in a car of this dass - ABS, 
central locking, heated seats, electric sun- 
roof. electric mirrors and windows, but also 
many things you wouldn’t expect. 

Who else but Volvo offers you an inte- 
grated child’s seat that folds out of sight 
when not in use? 

Who else would fit an environment 
warning light to monitor the car’s exhaust 
deaning function? 


Who else gives the centre passenger in the 
rear seat a proper inertia-reel seat, belt? 

These are just a few of the features that 
make the Volvo 940 a worthy successor to the 
1927 car. 

You can discover many more at your 
nearest Volvo dealer. 

The 940 is available as a saloon or estate 
car with a choice of manual or automatic 
transmission. 

Whichever version you choose to try, you 
won’t have driven a better Volvo. 

THENEWV0UK>940. 
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WORLD TRADE NEWS 


Talks on trade in 
services move to 
decisive phase 


By William DulHTorce in Geneva. 


URUGUAY ROUND talks on 
the liberalisation of the SGOObn 

(E3l5bn)-a-year wo rid trade in 

services moved into a decisive 
phase yesterday. 

A group of senior negotiators 
has been given two weeks to 
try to resolve conflicts over 
how 10 basic service sectors, 
ranging from banking to 
audiovisual programmes, can 
be incorporated into a new 
General Agreement on Trade 
in Services (Gats). 

With only six weeks left 
before trade ministers meet in 
Brussels to conclude tbe 
Round, the conflicts of interest 
which are sHU thwarting the 
negotiations were displayed in 
reports to the Group on Negoti- 
ations in Services (GNS) yes- 
terday. 

The reports came from work- 
ing groups of experts who have 
been trying to determine 
whether the particular charac- 
teristics of the 10 sectors could 
be accommodated into a Gats 
framework of general princi- 
ples. 

Negotiators acknowledge 
that the more exceptions 
allowed from the general prin- 
ciples, the more the validity of 
' the Gats is undermined and for 
many countries its attraction 
is lessened. * 

However, in the talks- at the 
experts level, two self-pro- - 
' claim ed champions for the 
removal of barriers to trade in 
services - the European Com- 
munity and Washington - 
have been seeking derogations 
from the most-favoured-nation 
(MFN) rule for some sectors 
involved. 

Under the MFN rule, trade 
benefits negotiated with one 
country must be granted to all 
others. 

The EC wants MFN deroga- 
tions In the civil aviation sec- 
tor, in maritime transport, in 
land transport for inland 
waterways, trucking, rail and 
buses, in audiovisual ser- 
vices. 

Washington is holding out 
for exemptions in civil avia- 
tion, international shipping 
and telecommunications. 

Each group of experts was 
asked to decide whether or not 
its sector should be accorded 
special treatment In an awn*™* 
to the Gats. 

Two draft annexes were 
presented to the GNS, on tele- 


Uruguay Round negotiators 
have agreed to introduce 
tmpnrfr mt revisions to three 
Gatt codes, covering techni- 
cal barriers to trade (better 
known as the sta n d ar ds . 
code). Import Ucenstng pro- 
cedures *iwd customs valua- 
tion. William Dullforce 
reports. , , 

To prevent standards 
Tying used as a device to 
protect domestic industries, 
the amendments sharpen 
definitions of what consti- 
tutes an unnecessary trade 
barrier and what standards 
c*m be considered as legiti- 
mate. Ihe import licensing 
revisions will ensure traders 
are kept better informed and 
allow them more time to 
adjust to newly introduced 
licences. 


commonlcattons and fir^ueial 
services. 

While the telecommunica- 
tions draft has considerable 
harking and is marred only by 
the US demand for an MFN 
exemption, the text on finan- 
cial services, elaborated by a 
gmaTl group of financ e minis- 
try officials, is highly contro- 
versial. 

Several developing coun- 
tries, Including Brazil and 
Twfia, yesterday objected to it 
being taken as a basis for far- 
ther ne g o tiatio n. 

In the audiovisual sector, 
concerning principally the sale 
of cinema, video, radio and 
television programmes, the 
Eur opean Community has its 
back to the wafi. 

Brussels is seeking deroga- 
tions from the Gats provisions, 
using a “cultural content” 
a rgument to defend its indus- 
try against huge Imports of US 
film s and television pro- 
grammes. The conflicting 
interests of US EC ship- 
pers have provoked a diffic ult 
situation in maritime trans- 
port 

Washington wants a series of 
exemptions from the general 
principles, including the right 
to retain its uatimyi dis pute 
settlement rule. The EC is 
seeking exemptions for the 
bilateral cargo-sharing agree- 
ments it has concluded under 
the UN liner code, of winch the 
US Is not a signatory. 


VW’s humble hunch-back makes a comeback in Mexico 

The Beetle has proved to be the Mexican people’s choice for cheap transport, writes Richard Johns 


T HE sophisticated ver- 
sion of the VW Beetle 
being manufactured in 
Mexico today has come a long 
way from the prototype 
designed by Ferdinand Porsche 
at the behest of the Third 
Reich in tbe 1830s. 

- Output of Volkswagen's 
durable little hunch-backed 
vehicle eame to a hai* in Brazil 
in 1986. 

Since then, Mexico has been 
the last production stand, but 

death for flourishing Mexi- 
can Beetle seems a remote pos- 
sibility. 

T.rba all other cars manufac- 
tured in Mexico, new Beetles 
(old ones are undoubtedly one 
of the biggest contaminators of 
the air in the Valley of the 
Mexico) will be fitted next year 
with catalytic converters to 
satisfy the country's belated 
environmental campaign and 
to make the Beetle eligible fix- 
the US market ' 

Mr Martin Joseph!, president 
of Vol ks wage n de Mexico CA 
de CV, is the first to acknowl- 
edge that the Beetle's success 
in Mwim has laid the founda- 
tion for a DMl.5bn (£500m) 
investment programme over 
the five years from 1990 to 
1994. 

Output Of Beetles to the end 
of August had risen to 57,592, 


compared with 17,813 in the 
same period of last year, a 
maze t*"" three-fold rise. 

In this period it was the best 
selling model, still sneered at 
by rival manufacturers for its 
relative simplicity but perhaps 
also because because It is by 
far tbe cheapest. 

Overall tbe Increase in pro- 
duction, including combi-vans, 
recorded by the German com- 
pany in the first eight months 
of this year was 83 per cent 
com pare d with 17 per cent for 
the industry as a whole, 
according to the Mexican Auto- 
mobile Industry Association 
(AMU). 

The share of the Wolfsburg- 
based company rose from 18 to 
28 per cent - and the Beetle 
was mainly responsible. 

Tn its w»»»p is 

Popularly, it is known as El 
Vochito but probably would 
better be known officially now 
as El Coche del Pueblo (The 
People’s Car). 

Demand has surged In 
response to an initiative taken 
in 1989 by President Carlos 
Salinas de Gortari’s adminis- 
tration, which challenged the 
motor industry to produce a 
vehicle at a cost accessible to 
people of lesser means. 

Tn OTfhamgp for fiwai conces- 
sions, exemption from 7 per 
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cent duty on imported parts 
and 2 per cent luxury tax on 
new cars, VW Mexico is selling 
Beetles at 35.68m pesos (rather 
less than $5,250), one of the 
cheapest cars available in the 
world. 

It was, therefore, entirely 
appropriate that Mr Salinas 
agreed to take delivery this 
month of the one millionth 
Beetle produced by VW of 
Mexico since output began 25 
years ago and tbs second mil- 
lionth vehicle, a Golf - both of 
which are to be raffled for 
charity. 

VW switched North Ameri- 
can output of Golfs from a 


plant in Pennsylvania to 
Mexico two years ago and now 
produces the Jetta too. Both 
are export models for 

VW. 

F or the Salinas adminis- 
tration, tbe Investment 
commitment of a Euro- 
pean (rather than North Amer- 
ican) multinational is politi- 
cally important within the 
context of its negotiations on a 
free trade agreement with 
Mexico’s powerful northern 


lgh the Beetle is now 
almost wholly reserved for 
Mexicans - with a two-to- 


three-mouths waiting list for 
new cars — VW Is one of the 
country's major exporters. 

It ranked fifth in 1989 in a 
survey by the business maga- 
zine Expansion, behind Gen- 
eral Motors and Ford, but with 
a far bigger increase in value 
terms of 104 per cent, com- 
pared with 17 per coat and 19 
per cent fox Us US competitors 
respectively. 

Statistics published by the 
the Mexican Industrial Auto- 
mobile Association (AMIA) 
show exports of units by VW to 
have rather more than dou- 
bled. 

Us performance in a rapidly 
expanding domestic market 
compares with percentage 
increases of 27 per cent by 
General Motors and 2 per cent 
by Ford (whose export-orien- 
tated Tracer-producing Hermis- 
illo plant was closed down for 
retooling until raJd-ApriD- Nis- 
san’s performance declined by 
17 per cent and Chrysler by 2 
per cent. 

Mr Josephi says that VW’s 
overall exports this year 
should reach $800m out of a 
total of S2bn. 

About half will be accounted 
for by North America and most 
of the rest by Europe, with 
Brazil also a significant cus- 
tomer. 


Hopes fade of end 
to EC farm impasse 

HOPES were fading last night 
that European Community 
Foreign Ministers would be 
able to break the EC Impasse 
on farm reform, Tim Dickson 
reports from Brussels. 

Foreign Minis tera of the 12 
had been asked to discuss 
Brussels' proposal for a 30 pear 
cent cut in suppo rts, after EC 
farm ministers failed to reach 
agreement. Yesterday, the 

main aim of Mr Gianni do 
MWiwTit. Hiwa it president of 
the EC Conned of Ministers, 
seemed to avoid formal talks 
on the Issue at next weekend's 
special Rome summit. 

Officials fear a clash 
between Mrs Thatcher, UK 
prime minister, and Mr Hel- 
mut Kohl, German Chancellor, 
Trim has intervened to back Mr 
I gnire Weehle, his farm minis- 
ter. Detailed talks on the Com- 
mission’s 30 per cent proposal. 
Its offer for the Uruguay 
Round’s final stages, was not 
contemplated yesterday. But 
some believe the ministers 
may try again next week. 


US chip market growing in Japan 


By Robert Thomson in Tokyo 

FOR the past two years, Mr 
David Metz has argued the 
case for US semiconductors in 
Tokyo, and. with a certain sat- 
isfaction, he notes there are 
now fewer disputes and more 
US chips in Japan. 

“There were Japanese com- 
panies that would not me alien 
chips. Japanese industry has 
now .recognised there is a US- 
Japan semiconductor agree- 
ment, and that they have a 
ataicft in maintaining fair inter- 
national trade,” says Mr Metz, 
exec u tive director of the Semi- 
conductor Industry Association 
office in Japan. 

But the US-Japan semicon- 
ductor pact, signed in 1986, 
remains «na of the most sensi- 
tive bilateral trade issues, and 
Japanese «wnpantes have been 
irritated by recent US propos- 
als to fashion a new agreement 
when the present pact expires 
next July. The present agree- 
ment caTIa for a 20 per cent 
market share for foreign chips 
by July, but it is expected that 


the figure will be closer to 16 
per cent US companies, and 
Mr Mets, are prepared to give 
Japan more time to reach the 
20. per cent level as the first 
target In the next five-year 
agreement. 

“Frankly, I think Japan 
needs annthw nhip agreement 
For something like this to 
work in Japan, yon really have 
to have specific targets. I think 
this has been shown," Mr Metz, 
said. His first stint in Japan 
was from 1972 as local head of 
semiconductor business for 
Motorola, and he will return to 
• the US to work for that com- 
pany. In the early days, “there 
were no arguments about mar- 
ket access, there were just 
import barriers". 

His stint in Japan has 
aroused his interest in indus- 
trial policy, and he admires the 
foresight of some Japanese pot 
itidans «nfl the Ministry of 
International Trade and Indus- 
try in targeting semiconduc- 
tors as a key industry of the 


future. But he is also con- 
vinced US semiconductor mak- 
ers have a reasonably bright 
fixture: 1 am optimistic there 
will be a US semiconductor 
Industry. US companies are 
delivering good quality chips 
on time in Japan. They have 
shown they can do the job." 

TTia stay ha«» convinced him 
that stories about Japanese 
lacking in creativity are 
unfounded. A “fringe” of 

S o linger Japanese were now 
eveloplng software pro- 
grammes challenging the US 
product 

“It used to be said the Japa- 
nese could have the hardware 
market because they were bet- 
ter suited to developing it, but 
the US would always have the 
software. You must have 
both," Mr Metz He thinks 

he is lucky to have been In 
Japan when share for 

foreign chips is expanding. 
Foreign groups needed to be 
involved In Japan, to keep up 
with technological innovation. 


Deutsche Bondespost chooses 
digital equipment suppliers 


By Robert Taylor in Stockholm 


DEUTSCHE Bundespoat 
Telekom has chosen the Flex- 
node consortium as one of its 
three suppliers of digital trans- 
mission equipment for Ger- 
many's telecommunications 
system between 1992 and 1997, 
it was announced yesterday. 

Ericsson, the Swedish tele- 
communications equipment 
company, is pari of the consor- 
tium, along with DeTeWe of 
Berlin and Fuba Communica- 
tion, part of the German com- 
pany Hans Kolbe. 

The other two suppliers are 
to be stamena and the French 
company Alcatel. 

The value of the order has 
not been announced yet, but 
further details on. the order 
will be released next month. 
However, it is believed it could 
amount to between SKrlObn 
(£92Sm)-SKrl5bn. 

The order from Deutsche 
Bundespost Telekom for Erics- 
son follows on from the com- 


ly’s earlier breakthrough 
the lucrative and expand- 
ing German telecommunica- 
tions market this May when it 
won a DMSSQm order in alli- 
ance with Siemens to Install 
the largest wide-area cellular 
telecommunications network 
in Europe. 

The products supplied are 
digital cross-connect (DCQ 
systems and associated com- 
puterised management 
systems. 

Yesterday, Ericsson «*ld the 
new equipment would enable 
Deutsche Bundespost Telekom 
to provlde digital laaseddine 
services oh demand directly to 
business customers. The DCCs 
also improve the use of trans- 
mission capacity within the 
public telecommunications net- 
work. 

Test installations will start 
next year with commercial ser- 
vices due to begin by the mid- 
dle of 1992. 


Expending sales abroad of 
engines, axles and other spare 
parts will account for a signifi- 
cant part of the total, Mr Jose- 
ph! says, stressing that the 
Mexican affiliate is very much 
Id competition with those in 
Europe and still enjoys the 
advantage of cheaper labour. 

But training is an area in 
which Volkswagen de Mexico 
clearly feels it excels, putting 
high-achobl trainees (leaving 
age 16) through three-year 
courses. 

Mr Joseph! dearly believes 
in the reciprocal benefits 
which would be provided by a 
tree trade agreement with the 
US or a trilateral one with Can- 
ada. 

VW’s DMl-5bn investment 
commitment, aimed largely at 
raising capacity from 220LOOO to 
300,000 vehicles annually but 

impr^ngm^Ss. should* alle- 
viate some of Mexico’s fears 
that it will lose out In the wake 
of German reunification and 
the lore of the eastern Euro- 
pean markets.' 

Beetles now account for 
nearly two-thirds of VW car 
output at the Puebla plant 
Who knows, they could soon be 
finding their way to Warsaw 
and Budapest : 


In May, the fastest Intel-based PC on earth. 
Now, from NCR, something over ten times as fast! 



j ■ 

Only a few months ago, NCR snumed the 
computer world by launching the fastest 
lord-based microcomputer on earth. 

Our PC 486/MC *3. 

Now we announce a series of file servers 
that are even faster. Achieved by using up to 
eight Intel i486 processors in parallel. 

Each running at 50 MHz. 

These new machines are pan of NCR’s 
System 3000: an end-to-end range of scalable, 
highly advanced computers based on Intel * 
microprocessors. Providing you with a power 
range from 6 Million Instructions Per Second 
to Cut the not so distant future) an unheard 
of 200,000 MIPS. 

Because the whole family of computers 
share the same Intel architecture (and thus 
the same object-code comparibiluy), you can 
locate your new computing power wherever 
you need it most. Which means that the 
computing tasks can be carried out at the 
most effective points in your network. 

And with the help of NCR’s new software, 
you’ll be able to combine your existing 


applications and equipment with anything 
available on the open marker. Now, or in the 
fonirei Which means thar you - and not your 
computer suppliers - stay in charge. 



We call this NCR's Open, Cooperative 
Con puting. 

Open because it all conforms to all the major 
industry standards. And Cooperative because 
every authorised user can have access to ail 
the data available in your company, regardless 
of where either they or the applications are 
located. 

All of which makes OCC by far the most 
flexible strategy for managing your computing 
resources. 

Call us on 071-724 4050. And we promise 
you lift off. 


NCR 


Open, Cooperative Computing. 
The Strategy For Managing Change. 
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What would you 
call a company that 
has developed 
environmental solutions 

for over 200 
blue-chip clients? 

We call it Raytheon. 


Since the late ’60s, Raytheon’s 
subsidiaries. Badger and United Engineers 
& Constructors, have been providing air, 
land and water environmental protection 
systems for more than 200 blue-chip clients 
around the world. 

As the business of protecting the envi- 
ronment has grown, currently increasing by 
billions of dollars each year, Raytheon’s 
environmental business has grown, too. 

Helping Solve the Problem of Add Rain. 

United Engineers & Constructors has 
already implemented clean air retrofits for 
ten major utilities, including the largest one 
of its land in the world for the Arizona 
Public Service Company. 



Solving Air, Land and Water Problems. 

Raytheon is solving some of the tough- 
est air, land and water problems on earth, 
including gasoline reformulation by refin- 
eries, nuclear waste management, waste to 
energy projects and disposal of hazardous 
waste. 

Ear more information on our capabili- 
ties, please write: Raytheon Company, 

Cl Tower, New Malden, Surrey KT3 4HH, 
England. Or Raytheon Company, 141 Spring 
Street, Lexington, MA, USA 02173. 


Raytheon 

An established environmental team solving some of the toughest problems on earth. 
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UK NEWS 


Post Office claim I GKN ! 00ks I Labour consummates marriage to Europe 


improvements 
to delivery times 


By Paul Abrahams 

THE POST OFFICE yesterday 
said it had made the best 
improvement yet in the deliv- 
ery of first-class mail. 

It said that between April 
and September this year, 85 per 
cent of first-class letters were 
delivered the following day - 
its target - by either first or 
second post. This compared 
with 77 per cent in the same 
period last year. 

Sir Bryan Nicholson, chair- 
man of the Post Office, said the 
results meant service levels 
were “far better than ever 
before”, although he admitted 
more work needed to be done. 

He said that an independent 
survey of national delivery 
rates showed that the percent- 
age of first-class mail arriving 
on target was «L2 per cent in 
local areas (88.4 per cent last 
year); 86.3 per cent in adjacent 
areas (7&5 per cent); and 78.1 
per cent of long distance mall 
<65.4 per cent). 

The survey was commis- 
sioned from a research com- 
pany by the Post Office and 
endorsed by POUNC, the 
industry’s watchdog. 

However, its findings were 
challenged yesterday by the 
Forum of Private Business, 


which represents 17,500 sma ll 
businesses. Its own survey 
claimed that only 30 per cent of 
mall arrived the nest working 
day and that 7 per cent took 
three work ing days. 

The FPB study was accused 
of being a “Mickey Mouse but- 
vey" by Sir Bryan. “The FPB 
survey was made up of only 
574 postcards,” he said. “Our 
survey, conducted indepen- 
dently on an agreed methodol- 
ogy with our watchdog, 
involves a quarter of a million 
letters. I cannot allow my man- 
agement s tr ategy to be ruled 
by a sample of 574 letters.” 

The FPB said its survey was 
the first it had conducted and 
would be repeated every six 
months. It called for the break 
up of the letter monopoly. “If 
the Royal Mail cannot provide 
a first-class service, it should 
step aside and give someone 
else a chance,” said Mr Stan 1 
Mendham, founder of FPB. 

Sir Bryan said the “very 
good value” second-class deliv- 
ery service ensured 96 par cent 
of the letters handled - just 
over half the total of 60m 
letters posted every day - 
reached their destination 
within the three-day target. 


at project 
in Germany 

By John Griffiths 

GKN, tl k motor components, 
industrial services and defence 
group, is expected to decide 
before 1891 whether to proceed 
with a project to produce car 
driveshafts in east Germany. 

If the go-ahead is given, 
GKN will use a plant at Mosel, 
near Zwickau, previously set 
up to supply driveshafts for 
the outmoded East German 
Trabant car, to make constant 
velocity driveshafts for the 
facility that Volkswagen is set- 
ting up - also at Mosel - to 
produce 250,000 Golf and Polo 
cars a year from 1994. 

The new VW plant is close 
to the existing Trabant factory 
and wifi Invo l v e capital invest- 
ment of about DM3 bn (Elba), 
I n^inding the construction of 
metal stamping facilities, 
body-shell assembly, paint 
shop and final assembly 
operations. 

GKN had considered under- 
taking the Mosel driveshafts 
facility on a joint venture 
basis, but is now expected to 
ftand the project itself mi the 
basis of long-term, secure con- 
tracts from Volkswagen. 

The UK components group, 
which Has ll driveshaft-mak- 

In g fndWflwi aru mriil tfm w nrM, 
derives about three-quarters of 
its annual automotive turn- 
over - or some £900m a year 
- from driveline components. 


Ivo Dawnay examines the motives behind the conversion of Britain’s opposition party 


F AR from love at first 
sight, the gradual seduc- 
tion by Brussels of 
Bri tain ’s opposition Labour 
Party has seemed at times 
more a marriage of conve- 
nience, firmly based on the old 
adage that ‘my enemy’s enemy 
is my friend'. 

Nor is today’s Commons 
debate on Britain's entry into 
the Exchange Rate Mechanism 
(ERM) likely to shed much 
more light on the true extent 
of Labour’s conversion to 
things European. 

But while some anti-EC 
Labour politicians will suffer a 
touch of political indigestion at 
hearing their shadow chancel- 
lor claim the ERM as his own, 
others will be straining for 
bints from the party leadership 
as to how it may try to keep a 
step ahead of the government 
without exposing rifts in its 
own ranks. 

So far, Labour has had con- 
siderable success in selling 
itself as both united and con- 
structive on the EC. But the 
image building owes as wnrh 
to stealth as to conviction. 

When Mr Chris Smith, a 
Labour Treasury spokesman, 
hinted in a television interview 
last week, that a new step 
towards the European main- 
stream on monetary union was 
now being contemplated, party 
nffirifliH leapt to fill the secu- 
rity breach with conditions 
and reservations. 



Bound for Europe: Klnnock appeals for party backing 


In part this is for historical 
reasons. The party’s conver- 
sion from outright opposition 
to the EC to the now nfHrisi 
“cautious but constructive” 
positivism owes as much to 
rffcKfcg of Mrs Thatcher as to 
affection for Mr Jacques 
Defers. 

There are few major mile- 
stones to chart the course of 
what has been Labour’s great- 
est U-turn since the abandon- 
ment of lmflataraTism- 
But when the TUCs decision 


to invite the EC Commission 
president to its 1988 conference 
was followed a fortnight later 
by the prime minister’s Bruges 
denunciation of a “European 
superstate”, even the sceptics 
could see advantages in t akin g 
the parliamentary battle to the 
the continent. 

Labour, meanwhile, retains 
the advantages of opposition. 
While the government must 
agree a stance for the Inter- 
Govemmental Conference in 
Rome in December, Mr Kln- 


nock needs merely to agyee a 
nebulous form of words with 
Ids partners in the Confedera- 
tion of European Socialist Par- 
ties on the condi tions (o r fur- 
ther economic convergence. 

With the vast bulk of the 
party still agnostic on the 
issue, continued hostility from 
the prime minister could prove 
just sufficient a glue to keep 
Labour united. 

That was confirmed last year 
when the European parliamen- 
tary elections saw an .upbeat 
Labour campaign Impose the 
party’s first substantial defeat 
of the government in a decade. 

Since then, however, 
Labour s march towards a 
democratic socialist Europe 
has been impeded by the prob- 
lems of keeping the party in 
step. 

Today, attitudes to the key 
issues, monetary and political 
union and a European Central 
Rgtiir , cut right across the tra- 
ditional left-right battlelines. 

The official party position 
insists that continued eco- 
nomic integration is “inevita- 
ble". 

But It goes on to insist that 
fliii monetary union and a sin- 
gle currency can only come 
after greater convergence 
between the UK economy and 
those of its partners. 

On a European Central 
Bank, Labour insists that this 
can only take place when polit- 
ical accountability is in force 


and ’ the bank’s statutes estab- 
lish a firm commitment from 
its directors to adopt regional, 
social and growth policies. 

For longstanding : anti- 
marketeers party agreement on 
ERM entry was already a step 
too for. Mr Peter Shore, a 
prominent member of the 
anti-EC Safeguards Committee, 
objects strongly that the issue 
had never been ..properly 
debated within the party. \ 

“I am uncertain whether it 
[ERM entry] is due to pro-SC 
posturing or us is a menu sen- 
ate, faffing to understand the 
questions and Implications of 
EMU or a single-European cur- 
rency,” he insists, adding that 
sovereignty issues are s till not 
understood by the rank and 
file. 

On the other hand . mwy» on 
the left such as Mr Brian Sed- 
gemore, a Campaign Group 
member now firmly committed 
to further EC Integration, 

argue that only by means of 
a single currency can a social- 
ist Europe defend Itself from 
the swings floating currencies 
suffer at the hands speculative 
investment 

“There is an element of troth 
about the prime minister's 
comments about socialism 
through tiie backdoor,” he wi 4 
yesterday. “With a single cur- 
rency you wipe the currency 
market out and with a strong 
regional policy you have some- 
thing more akin to socialism.” 



...offers the biggest opportunities 


The UK’s biggest new urban development project offers the 
biggest opportunities to investors/ developers and new industry. 
High quality factory units and greenfield sites now available. 
Over a million square feet of prestige industrial and commercial 
premises under construction or being planned. Specialised 
accommodation on technology and business parks. Participation 
and business opportunities in Teesside Development Corporation 
flagship initiatives: Teesdale - a £200M rejuvenation of 250 
acres as a high qualify office/ home, retail and leisure mix. 


Hartlepool — provision of residential, leisure and business 
amenities and maritime-related enterprise at the new marina 
complex. Teesside Park — specialist retail outlets at the old 
Stockton racecourse, now being developed together with the 
UK's largest leisure centre. Teesside opportunities - backed by 
Development Area grants and Enterprise Zone incentives.To find 
out more contact Duncan Hall, Chief Executive/ Teesside Develop- 
ment Corporation, Tees House, Riverside Park, Middlesbrough, 
Cleveland TS2 IRE. Tel 0642 230636. FAX 0642 230843. 



TEESSIDE 

Initiative Talent Ability 


BRITAIN IN EC scrutinises 
BRIEF Irish claims 



Banks to 
loan £2.1 bn 
for tunnel 

International banks are 
expected to sign new £2J.bn 
loans agreement with 
Eurot u nnel, the Anglo French 
Channel tunnel group, in 
London and Paris on 
Thursday. 

The cash is needed to 
complete the project which 
hasrlsen in cost from an 
original estimate of £4jttm 
to more than £7 Aim. 

Agreement with the banks, 
some of which Initially were 
reluctant to support the 
refinancing, will trigger a 
£530m rights Issue. The 
prospectus for the issue is due 
to be published In the first 
half of November. 


BA to raise 
domestic fares 

British Airways domestic feres 
are set to rise by 5 per emit 
from next month because of 
the Gulf crisis. 

t BA has applied to the Civil 
1 Aviation Authority for 
permission to introduce the 
increase on November 12. The 
airline plans to seek an 
increase in internatio nal fores 
at a later date. 

The domestic rise, if granted, 
will mean the cost of a BA 
one-way super shuttle 
executive ticket from London 
to Edinburgh or Glasgow 
rising to £97. 

Stakes of 
integration 

Countries such as Britain with 
a labour market model which 
foils between corporatism and 
full deregulation have the 
most to gate from integration 
with other economies within 


[i.TT^rrrency 


according to a study. 

Urn study of labour markets 
in Europe by the 
macroeconomic policy group 
of the Cadre for European 
Policy Studies, suggests 
corporatist countries such as 
Norway and Sweden, ot 
deregulated countries such 
as the United States, gain less 
fr om HiliHdfflMl tr nJa 
competition than European 
countries “to the inferior 
ground”. 

The study comes anrid 
debate over whether Britain’s 
entry to the Exchange Rate 
Mechanism will moderate 
wages rathe? than force higher 
unemploymen t, 

Insurance pool 
for aviation 

Nine British insurance 
companies are pooling their 
resources to create one of the 
world's largest aviation - 
underwriting operations. 

The Joint venture, called 
British Aviation Insurance 
Group (BAIG), will be based 
at the Institute of London 
Underwriters Building. It has 
a projected premium income 

of more than £115m this year 
and will start underwriting 
risks from January 1 next year. 


Die EC Court of Auditors Is 
reported to be investigating 
“very serious irregularities” 
surrounding the way in which 
some Irish food producers 
have claimed refunds under 
the EC’s system of export 
credits. 

A preliminary auditors’ 
report alleges that In some 
M e m fh wi«n [ and other dairy 
products, were found to be 
rwwtamimited with insects and 
dangerous mlcro-organiston. 

Even though the shipments 
of these products were 
rejected, the Irish producers 
concerned still claimed EC 
export refunds, says the 1 
report. 


Arson bureau 
established 

The Home Secretary Mr David 
Waddington will he writing 
to the Association of British _ 
Insurers to finalise .j ~. 

arrangements for a new 

National Arson Prevention 
Bureau. 



David Waddington 

The government is to fond 
the bureau’s animal budget 
of between £140,000 - £150,000 
jointly with insurers. 

The new organisation is 
expected to be formally 
constituted early next year. 
Its priority would be to 
improve the ability of 
firefighters to Identify arson 
fires at an early stage. 

Losses due to arson fixes 
are esti ma ted at a £im a day 
by the ABL 


Call for elected 


Mr Michael Hesettine, the 
architect of Britain’s present 
urban development pottefeg, 
wants directly elected mayors 
along the lines of the C8, to 
solve the country’s continuing 
crisis In the dries. 

Mr Hesettine believes that 
running Britain's dtfaa has 
to be “incentlvlsed”. He wa nts 
elected mayors or city bosses 

to bargain for funds directly 

With Whitehall 3. nil 

goveimitent mtiriilyn i, 

. . . ' I 

No loans for 
violators urged 

The European Bank fov 

Reconstruction and 
Development (EBRD) must 


and companies that foil to 


according to a World Wildlife 
Fund for Nature report. 

It was one of ib 
recommend a tions to ensure 
that the bank folfils its 

mandate to mtunote 

environmental!? ta mmi p rivate 
sector growth in central end 
eastern Europe. It said the 


in the region to put 

environmental illation in 
place and penalise them if they 

are slow to do so. 
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r* and Nomex' 
to increase 


I 


H 

■ ^ u 

motor racing safety: 


It’s quite normal for Formula One racing . 
cars and even rally cars to reach 200 km/h 
and sometimes well over 300 km/h. Clearly; 
the smallest technical defect ordriver error 
at such speeds can have serious conse- 
quences, whk^imkesdriverproter^and 
safety crucial ; 

Racing drivers know this. They wear helmets 
reinforced with kEVU\Ra«l pfOte(^^ t i„ 
overalls made ff^^ankhre^tant 
NOMEX 1IL Cu:. j 
Such precautions have already saved many 
a drives Bta Press reports suggest, for 
example, thatthb is the case with former ... 
world diampion driver Niki Lauda, as well 
as Nelson Piquet and Gerhard Berger., 
taerefclfl' - The superior flamo- 
roslstaniforavlatioft 
In motor radnfl, spectacular accidents are, 
unforiundjety, aB too frequent And if a car 
catches fte, a few seconds '-can make the 
diff«ehce [between life and death. 

A pratecwe garment made from NOMEX III 
cansavealife in Ihfcsuddea critical 
situation. This heat- and feme-resistant 
fabric provides protection against fire for an . 
excepftjifel^ long period. 

NOMEX Otis a blend of NOMEX mefca-. . 
aramid and KEVLAR paia-aramiti developed 
by Du Pont ft has proven advantages over 
other hekt- and flame-resistant textiles. This 
is mainly because the woven material does 
not break open: even when exposed to flame, 
so that the . skin is not directly exposed to 
the fira/ =■ \ 

Du Pont has.sitojected NOMEX W to 
numerous tests. which confirm its excep- 
tional ixotective properties. A special 
manildn developed by Du Pont, known as 
the “Thermo-man*”, is one of these: ft is . 
185 nwrtmstaif and has 122sensors 
distributed over its entire surface to register 
temperature, quantifying.pain thresholds 
and tire critfcal point when bums first occut. 
The i^lts have provided invaluable 
intomwtiprirfoc the development of. safer 

proteqtivedotfiing, 




NOMEX HI can be developed to provide the 
degree of protection required for different 
risk situations. And with a special 
advantage: material made from this 
patented fibre blend is as much as 4096 
fighter than flame-retardant cotton for the 
same protective performance. In addition, 
NOMEX (II is resistant to most chemicals 
and does not mett 
What’s more, a protective garment 
made horn NOMEX III Is a good invest- 
ment for another reason - its protective 
properties are permanent, even after 


MMEUt 


Mth^]^flticttfoci«>thiRg 


Rremen'^oficemen and Industrial workers 
can ^^fin^tfiahseh^in potentially . 
dangerous ^tuations. Garments of 






long periods of wear and repeated 
washing. It will last about six times as 
long as a garment of flame-retardant 
cotton. 

This is why public authorities and 
organisations are relying increasingly on 
clothing made from NOMEX IIL In the U.K. 
tee majority of professional firemen are 
equipped with NOMEX III. So are an 
increasing number in Germany. In Italy* all 
25,000 members of the national fire service 
are equipped with protective garments 
made from NOMEX III. 

World rally champion with Kevlar . 
KEVLAR makes many contributions to the 
increased safety of motor racing. For 
example, it is used to reinforce helmets, car 
body components and tyres. 

A burst tyre at high speed is a nightmare 
for any driver. Hours .of driving combined 
with repeated heavy braking subject 
lyres to exceptionally heavy loads. 

Leading tyre manufacturers have there- 
fore adopted KEVLAR to reinforce their 
high-speed and other speciality tyres. 

Tyres reinforced with KEVLAR have 
numerous advantages: they are lighter, 
develop less heat and withstand greater 
loads. 

Michelin, Pirelli and Dunlop have been 


using KEVLAR for some years with consi- 
derable success: most rally world 
championships in the past ten years as well 
as the 1987, 1988 and 1989 Group C World 
Championships were wort on tyres reinforced 
with KEVLAR 

The average motorist also benefits from 
KEVLAR Not only in tyres, but also in brake 
pads, clutch linings, cylinder head gaskets 
and cooling system hoses, KEVLAR enhances 
safety and reliability. 

Kevlar “Hx" Series - 
Tire second generation. 

Several years ago, KEVLAR pioneered a new 
era in fibre technology. Never before had 
there been a fibre with so many outstanding 
qualities. KEVLAR is light, strong, corrosion- 


proof, heat resistant self-extinguishing, non- 
magnetic and electrically non-conductive. 
And it retains all its useful properties from 
-40°C to+180°C. 

Du Pont is now once again setting standards 
in fibre technology with the KEVLAR “Hx H 
Series, which achieves significant perfor- 
mance improvements for specific applications. 
KEVLAR “Ht” has, for example, higher 
tensile strength; KEVLAR "Hm" a higher 
modulus of elasticity; and KEVLAR u Ha H 
greater adhesion. KEVLAR "He” is available 
in other colours as well as the original 
yellow, while KEVLAR “Hp” is ideal for 
optimising performance of sports equip- 
ment 



Gnmptti: -Wx&aqis 1387 ta/l3i8 for Jtgntr - 
Miltonian, for DB^tymnMmilwahKRflARaswit 

Innovative technology means 
progress. 

KEVLAR and NOMEX are produced by the 
Engineering Fiber Systems divi sion of 
Du Pont which also developed TEFLON*, 
TYVEK*, TYRAR*. CORDURA* and high- 
strength Nylon. 

From house and home to air and space, 
these products have opened up new 
perspectives. 

Du Pont is one of the world’s leading 
research-oriented companies, and currently 
employs more than 17,000 people in Europe 
alona 


Du Pont de Nemours International SA 
Engineering Fiber Systems, P.0. Box 50, 
CH-1218 Geneva, Switzerland 

Da Pont Engineering Fiber Systems. 
Develop with ns. 

* Du Poofs regWorod trademark. 
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UK NEWS 


Strong pound threatens to 
cut UK competitiveness 


By Peter Marsh, Economics Staff 

BRITAIN’S exporters may be 
moving into a period of 
reduced competitiveness as a 
result of tbe strong pound, the 
Confederation of British Indus- 
try said yesterday. 

The CBI, the employers’ 
organisation - which repre- 
sents many of the country's 
biggest exporters - said there 
were “clouds on the horizon” 
for many of these companies, 

In spite of yesterday's trade fig- 
ures, which showed that 
exports in September held up 
well compared with August. 

Exports last month totalled a 
seasonally adjusted £&8bn, up 
2 J5 per cent on August's £8.6bn. 

In combination with a 1.5 per 
cent decline in imports 
between the two months, the 
high export figure narrowed 
Britain’s current account defi- 
cit for September to £8S0m, the 
lowest monthly total since 
December last year. 

Sterling’s high value in 
recent months has increased 
the value of Britain's exports 
but has harmed the competi- 
tiveness of many British com- 
panies compared with overseas 
rivals. That trend has begun to 
show up in figures for the vol- 
ume, rather than the value, of 
goods sold overseas. 

On a seasonally adjusted 
basis — and excluding oil and 
high-priced items such as air- 


CURHEMT ACCOUNT (dm) 



Currant 

Balance 

Balance 

VisMe Trade. 
Exports 

Imports 

tnvWMM 

Balance 

1968 

-15.2 

-21.1 

80.8 

101.9 

+ 5.9 

1989 

-19.1 

-23.8 

92.8 

116.6 

+ 4.7 

1990 

Otr 1 

-4.6 

-5.8 

25.4 

31.2 

. +1.2 

Qtr 2 

-5.1 

-&2 

26.1 

31.3 

+ 0.1 

Otr 3 

-3B 

-3.8 

25.6 

29.4 

0.0 

Jun 

-1.6 

-1.6 

8.6 

10.2 

0.0 

Jul 

-1.8 

-1.8 

8.3 

100 

0.0 

Aug 

-1.2 

-1 2 

8.6 

9 J& 

OD 

Sep 

-0.8 

-0.6 

8.8 

9.6 

0-0 


JnvteUta tar July to Saymmlw » <«#»«* f™ 
figu (M oro MUD mOy mdjuefd, and may not add up Ora to ronntUng 


craft - export volumes fell by 
l per cent to the three months 
to September compared with 


the previous quarter. The voir 
ume figure for the past three 
months was, however, up 8 per 
cent on 1989 figures. 

According to Mr Sudhir Jun- 
ankar, head of economic trends 
at tbe CBI, some UK compa- 
nies are switching resources to 
export markets in response to 
the depressed conditions of the 
domestic economy. This has 
been true for sectors such as 
cars, consumer goods and 
chemicals, all of which have 
pushed up exports In the past 
three months compared with 
the position a year ago. 

to the longer term, however, 
many analysts doubt the 
degree to which such busi- 
nesses can continue increasing 
exports while the pound is 
pegged to what many believe is 
a high central rate within the 
European exchange rate mech- 
anism of DM295. 


Mr Avinash Persaud, an 
economist at UBS Phillips & 
Drew, said that a snapshot 
view of exports over the past 
month gave a flattering view of 
the underlying forces in the 
UK economy. “The (exports) 
position could easily worsen by 
thig ttmp next year,” he 
• THE UK economy is in the 
middle of a recession in 
growth, according to the indi- 
cators which chart movements 
over the business cycle. The 
Central Statistical Office said 
that all its four indices of cycli- 
cal movements had been 
declining far some time. 

The indicators are now 
showing a consistent recession- 
ary trend and are consequently 
being taken more seriously by 
economists. They were Ignored 
in the past for emetic and mis- 
leading 
Lex, Page 22 


Travel group plans joint venture 
with Japanese leisure concern 


By David Churchill, Leisure Industries Correspondent 


THOMAS Cook, the UK travel 
group which is part of Midland 
Bank, yesterday agreed to a 
joint venture with the Japa- 
nese leisure conglomerate Sai- 
son Group to set up a chain of 
travel agencies in Japan. 

The agreement could see at 
least 53 Saison Thomas Cook 
offices being opened up in Sal- 
son’s department stores 
throughout Japan. 

Mr Peter Middleton, Thomas 
Cook’s chief executive, 
declined yesterday to disclose 
the cost of tbe investment He 
said that Thomas Cook might 


increase its minority stake in 
the venture as it developed. 

Mr Middleton said the joint 
venture was “part of our strat- 
egy of developing a global net- 
work of travel operations”. 

The company has been 
researching the Japanese mar- 
ket for the past 15 months and 
has been In negotiations with 
Saison for the past six. 

One problem was Saison's 
joint ownership, of the Inter- 
Continental hotel ohain with 
Scandinavian Airline Systems. 

Thomas Cook was anxious to 
ensure that any travel opera- 


tion bearing its name was not 

Hnfcad tO any ho fo l nr aftiiiw 

“We wanted to be sure that the 
new venture was in the same 
position to give independent 
advice as other Thomas Cook 
outlets,” Mr Middleton said. 

The new chain is expected to 
begin operating In Japan in 
April next year. 

Thomas Cook, which had a 
turnover last year of £10bn, 
already has a presence in more 
than 320 countries. However, it 
is now expected to develop its 
network of offices in continen- 
tal Europe. 


MoD points 
to fruits of 
success in 

Awacs deal 

By David While, Defence 
Correspondent 

THE MINISTRY of Defence 
yesterday rf«iwu>d success for 
Its controversial offset pro- 
gramme linked to the pur- 
chase of Awacs radar aircraft 
from Boeing of the US- 
Work placed with British 
wmipania« under the deal 
passed the 9lbn mark less 
than half-way through the 
eight-year span of the pro- 
gramme, it announced. 

A target total of £L5bn in 
high-technology offset con- 
tracts was agreed after the UK 
opted for the Boeing aircraft 
anH ditched British -devel- 
oped Nimrod early-warning 
system almost four years ago. 

The US group clinched the 
deal after lifting its offset after 
from 100 per cent to 130 per 
cent of the value of the sale. 

The prospect of its fulfilling 
its promise has since been 
called into question - espe- 
cially its forecast that the 
work would provide 40,000 
job-years to British industry in 
the first five years. 

In response to criticism 
fr o m the cross-party Commons 
Defence Committee, the MOD 
said last year It would start 
monitoring the impact of the 
p rogr amm e on jobs. 

Boeing emphasised yester- 
day that the employment fore- 
cast was not part of the con- 
tract. Under the agreement, 
Boeing submits on a six- 
monthly a Uct of con- 

tracts it ri gwgri, and the 
MoD decides which of them to 
approve as offsets. 

The $lbn figure refers to the 
period from late 1986 to the 
end of last year. Boring said a 
further $272m worth which it 
had submitted for the same 
period was awaiting a final 

A percentage of follow-on 
contracts for deals concluded 
before the Awacs agreement 
can be counted as part of the 
offsets. This includes supplies 
of Rolls-Royce an ginaa for Boe- 
ing aircraft. Critics of the 
agreement argue that tw« is 
work that British companies 
would have received anyway. 

The Awacs aircraft are a 
militarised version of the Boe- 
ing 707 airliner, the E-3 Sen- 
try. 


Chink of light in siege mentality 


A FEW yards from an 
army barracks in a 
sidestreet close to the 
walls of Londonderry, North- 
ern Ireland's second city, there 
is a Gothic-style mansion. It 
has been home for more than a 
century to the Apprentice Boys 
Association, one of Ulster’s 
most “loyal orders”. 

Inside, one confronts the 
extent to which a community’s 
sense of identity can be impris- 
oned by history. In a panelled 
room hong with the sombre 
portraits of past general secre- 
taries, there is a plaque dedi- 
cated to the 13 apprentice boys 
who shut the gates of 
Londonderry on the army of 
the Roman Catholic King 
James H in 1689. The raising of 
the subsequent siege led to the 
d e feat of James at the Battle of 
the Boyne. 

The plaque proclaims: “May 
their heroic deed and battle cry 
of *No surrender’ stimulate 
each successive generation 
with fervency and zeal to 
uphold the crimson b ann er, 
the emblem of our uncon- 
quered city-.” 

In more recent times the slo- 
gan ‘No Surrender 1 has been 
invoked by Loyalist protes- 
tants when confronted by the 
slightest indication that their 


Jimmy Burns in Ulster talks to 
the Protestants and assesses then- 
new willingness to compromise 


hold on power might be under- 
mined by Whitehall or Dublin. 

Arguably, no other senti- 
ment has done more to pro- 
voke the wrath of catholics, 
ami to undermine British gov- 
ernment attempts at dialogue. 

Yet within the protestant 
c ommuni ty at large, the emo- 
tional charge of history has 
lost some of its force in the 
midst of contemporary political 
and social realities. 

Mr Derek 1/filler, the current 
general secretary of the 
Apprentice Boys Association, 
roams around the ancient bat- 
tlements with a funereal air 
which contrasts starkly with 
the bubbling optimism of som e 
of the catholic inhabitants of 
Londonderry. 

“Twenty years ago there 
were 25,000 protestants living 
on this side of the city. Now 
there are less than 7,000 and 
they are still moving out," he 
says. 

Many protestants left 
Londonderry in the 1970s at 
the height of sectarian violence 
and they have continued to 
leave in a small but continuous 
trickle since then. 

Mr Milter regrets the extent 
to which the catholics appear 
to have monopolised every- 
thing from urban regeneration 



Out of step: the mood «m»ms *»*«*— ■-** -» «»—* 
hands may he dashing; with a spirit of < 

to the local football team 
which now plays in the 
Southern Irish league. 

When pressed, Mr Mill er 
becomes less apocalyptic end 
rather more conciliatory. 

There is, he says, sufficient 
“goodwill among moderate 
nationalist people” in town, for 
protestants like himself to con- 
sider moving back. 

Talks are under way 
between local protestant lead- 
ers, private investors and the 
government, to see if protes- 
tants can have a greater share 
in the urban regeneration 
which is being channelled 
largely through catholic com- 
munity leaders. 

Even conciliato ry Unionists, 
however, remain vehemently 
opposed to the precursor to the 
Brooke initiative - the Anglo- 
Irish agreement - which they 
believe gave Dublin excessive 
influence in the affairs of the 
province. 

Those protestants who have 
chosen to re main close to the 
catholic community in 
Londonderry live in a drab 
council estate a few hundreds 


yards along the city walls 
called The Fountain. Tbe com- 
munity remains, as it has for 
the past 20 years, encased 
behind an iron gate which is 
closed at night and a fence 
blocking off all views of the 


Yet the siege mentality 
appears to be more apparent 
than real In spite of the graf- 
fiti painted by the paramilitary 
loyalist Ulster Volunteer Force 
and the crimson fiag Hying 
above one of the wall's turrets, 
inhabitants are not as closed in 
upon themselves as they once 
were, although there remains a 
pervading fear and loathing of 
the IRA. 

Ms Isa Porter was bom into 
afemfiy afB-Spedals, the prot- 
estant police force that was 
disbanded after being held 
responsible for brutality 
against catholics. 

She remembers watching 
stones and petrol bombs being 
thrown Into the Fountain by 
catholic youths. Today, she 
shops in the city centre along- 
side catholics, and takes holt 
days In southern Ireland. 


“The catholics are as 
friendly as ever with me," ^ 
says, noting that the commu- 
nity still feels it needs the pro. 
teetton of the security 'faces 
against the IRA. 

Within the loyalist tribal 
lands of Belfast, as ip 
Londonderry’s Fountain estate, 
the tough talk and their sym- 
bols are never far away. 

The Shankill Historical Soci- 
ety makes no pretence of 
where its priorities he. In its 
shop window, there are ban- 
ners proclaiming “Proud to be. 
a Prod" and UVF emblems and 
uniforms. But tbe combination 
of urban redevelopment and 
the economic pressures of high 
unemployment and the need 
for more housing appears to be 
transcending religious preju- 
dice and historical identity. 

In Belfast. Mr Ken Hagan 
remembers physically attack- 
lng catholics in the early days 
of the troubles. The man he 
shares an office with, Mr 
Augustus “Gusty” Spence, was 
released from prison in 19S4 
after serving 18 years of a life 
sentence in connection with 
the shooting of a catholic bar- 
man. 

Mr Hagan and Mr Spence 

claim to be very different 
from the men they once were. 
They run the Shankill Activity 
Centre, where volunteers try to 
reconcile warring communities 
through the use of “mixed 
workshops”. 

The volunteers include cath- 
olics from the nearby Falls. 
Road area who still have to. 
negotiate a tortuous route 
around the walls and steel pal- 
lisades which separate the 

rammimit-teg 

Mr Hagan says: “Politicians 
have been getting us nowhere 
eo we have to organise at com- 
munity level, .Pais ley doesn't 
speak for me. He doesn't want 
to look at change." 

Mr Jackie Redpafh. a pub- 
lisher of the Shankill Road 
newsletter and a director of the 
local development agency, 
believes that there is a “great 
desire" among ordinary people 
“to have quite simply a decent 
quality of life”. By this they 
mean work, a decent house, 
and “peace to cany on their 
normal lives”. 

And yet Mr Redpath did not 
quite share In the-- optimism 
that is to be found at the 
Shankill Activity Centre. 

He warns: “There is a great 
weariness here. The desire for 
peace is not the result of great 
energy flowing but of a sense 
of hopelessness.” 




Now you can enjoy 
classic European 


eleg 


and 


gracious service 
under our new name 



What Is the next step in 



Meet three wise men embodying 
Hewlett-Packard calculators. 

Einstein personifies theoretical • 
thinking. Da Vinci, excellence in design. 
Washington, sound investment. 
Computing in symbolic maths, the 
advanced software of the HP 48SXor 28S 
is like having the power of a PC in your 
hand. 

Yon can even link the HP 48SXtoa PC for 
increased memory capacity. 

The financially-minded will prefer the 
HP 17BH or 19BII with amortization, 
bonds and HP Solve. The HP 19BII offers 
graphics and time management. 

Every wise man should visit their local 
dealer. 

A ■ Hewlett-Packard calculators. 

They work better, so wOl you- 
h nwlon ; Any Hyman Stationer. 

AJJ-E-Tal: (061) 432 0708. Fletcher Wbrthlmtton 
(061) 928 8929. Birm in g h a m : Stanford & Mann, 
Bir mingh a m New Street Scotland: Cornea 1, 
Glasgow (041) 832 514Z Wales: S.E.T., Cardiff 
(0222) 3777 Northern Ireland: BisUEL, Belfast 
(0282) 321 455. ’ 

HEWLETT 
PACKARD 


- It’s business as usual at ANA HOTEL 
SINGAPORE, formerly Century Park Sheraton, on 
Nassim Hill. Were still Singapore's only hotel that 
offers classic European charm and traditional 
hospitality for the business executive on the move. 

Its only our name that has changed. Our fine 
reputation for service, and tranquil location close 
to the heart of tbe city, remain the same. Along 


with the fulfillment of our promise to meet the 
expectations of the discerning international traveller. 

Our rooms are brand new, now that we’ve 
completed a US$10 million renovation programme. 
So are our range of luxurious, deluxe toiletries 
and amenities. 

Welcome to a world of classic European elegance. 
Welcome to ANA HOTEL SINGAPORE. 


F«r enquiries and reservation, contact any ANA Hotel Sales & Reservations Office, UtcW International, Ddton Reservations, or your nearest travel agent- 
ANA HOTEL SINGAPORE. 16 Nastim HiD, Kngapore 1025, Telephone (65) 732 1222. Telefax: (65) 236 1516. Tchsc ANAHSEN RS 21817 • RS 33545. 


ANZ Grindlays. 
\four Private Bank 
in Jersey. 

In to uncertain world, the management and 
protection of your wealth needs judgement 
and perspective. 

ANZ Grindlays has long recognised these 
principles since its beginnings 150 yean ago 
and in the tax efficient and politically stable 
environment of Jersey, o fieri an unrivalled 
range of international private hanking 
investment and trust service*. 

Tbday ANZ Grindkys » part of a major 
international banking group, with assets 
exceeding US$65 billion and branches hi 48 

countries around the world. 

‘ Copies of the most recent audited accounts 
of ANZ Crmdlays Bank (Jersey) Limited are 
available on demand. 

for further information tend in die coupon 
or contact Wmdy Herwfe an (0534) 74248. 
Rue: (0534) 77695. 

*R » e, o nt o «nfancofgohn;io prod oe ISdl October 1940. 

Group 

Private Banking 
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FT LAW REPORTS 


Owners can withdraw vessel 


HYUNDAI - MERCHANT 
MARINE COMPANY LTD v 
GEsmu chahtewnq- 
COMPANY LTD , 
Court of Appeal (Lord Justice 
Slade, Lord Justice Balcombe 
and Lord Justice Bingham): " 

October 161300 ' V /r 


A TTME- CTT A BTKHH B’ B «ftny 
ther option to complete last 
voyage’’ outside ihefinal ter 
urinal date specified in a Hype 
charter p a r ty, anplles only to 
protect charterers from liabil- 
ity for delayed redelivery 
through no. fault of ' their own, 
when they havie ghren ontes 
for a legitimatelast voyage 
which could RwmaUy |nv« 
been expected toLe petfomed 
in time. Owners are therefore 
entitled to withdraw the vessel 
if charterers, ta breach c£ con- 
tract, give orden for an fiQegft- 
iniate last -voyage under which 

she coo Id. not, at eazBest, he 
redelivered within the charter 

period. 

The Court of Appeal so 
when dismissing an appeal, by 
Gesuri Chartering Co Ltd, 
charterers of the Peonla, freon 
Mr Justice Sovto’s judgment 
that the owners, Hyundai Mur , 
chant Marine Co Ltd, were 
entitled to refuse to comply 
with voyage orders. 

LORD JUSTICE 'BINGHAM 
safri that by a charterpgrfr ah 
the New York Produce 
Exchange (Nype) form dated 
April 3 1987, Hyundai as dispev 
nent owners, chketerod Peonla 
to'Gesnti. 

By line 14 of the charter- 
party owners agreed to let, and 
charterers agreed to hire from 
time of delivery for. "about 
iwmtmnm io months maximum 

12 months rimwu ' fill ing PTart 

duration in charterers’ option”. 
By line 15 charterers had'a 
“further option to' complete 
last voyage within below menr 
tioned trading limits". 

On tacts assumed to he true 
for the purposes of the arbitra- 
tion, thievessel was dowered 
to the charterers oil Juhe p. 
1967. Thus the 10 month period 
expired on April 11 1968 and 
to : 12 month period on June 
11 . On May 6 1968 the charter- . 
era concluded a voyage sub- 
charter from the fitver Plate to 
Singapore and Butterworthl 
Had that fixture been per- 
formed, the vessel would have 
been redelivered to owners no 
earlier than about July 19 1988L 

On May 11 the owners, prqt 
tested, contending tot the pro- 
posed voyage was illegitimate. 


They asked far voyage outers 
which would amble to vessel 
.to l&'radfittvBred by Jnne'25, 
thereby ; giving ' effect to 
"about? in fine 14. GnMay 17 
they called for voyaga.'prder 3 
whicfcwcrold enable to .vessel 
to be' raddlTOni& wtg&frr the 

of Tdifnkn 

flflkfflCtf rota frvr Hjfi jlOStfoQ 
' the char- 

V Tbkcha^terem'acpq^d nrf- 
fe-wp jfai' end the vereel 
was withdrawn by the owners. 

Arbitrators jointly 'declared 
that under- the 'ch^rterpaxty 
the charterers' were entitled to 
order thevessel to imderfalcea 
last voyage' tot starte d btfbre 

Juju^lfas cxtend&r^byaxqr 
tolerance tp be implied by 
“abbot". On ’the assumed facts 
toebaxterata sere therefore 
entitled to give the orders they 
: W- . - 

Mr Justice Savffle allowed an 
appeal and varied tha award to 

ito la r w nw fl|g fpro qjqL 

stritetion of to chartexpazty 
the i^ ay te r w s were nbtr~ t^ntt- 
tied boarder the vessel to ner- 
fpSi a voyage which could not 
reasonably he enticipatefl ^be 
completed before about June 
ll/andtotto owners woe 
entitled to refuse to comply 
with any such order. 

Hie ' charterers now sought 
to reinstate the arbitrators’ 

flanfewm, 

Where a time charterparty 
stipnlajed a definite ' date for 
termination of ' the charter 
period without express margin 
or tolerance, to courts implied 
a - reasanahto mandn w taZer- 
ance to allow for tire exigencies 
Of Twaritime T mahwnuL Where 
margin dr tolerance was 
expressly agreed, such implica- 
tion would not be made. 

The nature of a time charter 
was tot to charter wasa'fbr 
a finite period^ and when the 
final terminal date arrived the 
charterer was contractually 
hound (in to absence of exo- 
nerating cause) to redeliver the 
vessel to to owner. ' 

The cases and books drew a 
distinction between the “ille- 
gttfa nate l ast voyage” and to 
TeghimatQ last voyage". 

Iji the former case to tor: 
terer gave anarder fin-einploy- 
ipent of the vessel which could 
- wn* reasonably be expected to 
ha pmfonned byfinal torminal 
ffytn dt was an oder lie 'was 
ifot entitled to gnre. aed to riv- 
ing ithecciiunitted a breath of 
contract- The owner need not 
comply, but' if he did he wre 


awHtigd to payment of hire at 
charterparty rate nntfl redeliv- 
■ «y of the vessel, an d to dam- 
ages (being the dirierence 
between charter rate and mar- 
ket rate If the market rate was 
higher) for the period between 
final ternwnuT date and redehv- 
riy. 

In to case of the legitimate 
last voyage the charterer gave 
orders to emplo y me n t of the 
vessel which could reasonably 
be expected to be performed by 
final terminal date. Those were 
orders he was entitled to give, 
and to were legitimate. 

But what if the orders to 
to last voyage were legitimate 
in tfrri sense, hut the charterer 
foiled to redeliver by final ter- 
minal date for reasons (such as 
bad weather) for which neither 
party was responsible? 

The owners construed “fur- 
ther option" in i»» 15 of the 
charterparty as pr o tecting the 
charterers »<nrinct the ordinary 
consequences of breach of con- 
tract if they should fail to rede- 
Hver by fmq ] tormina] date on 
a legitimate last voyage. The 
ch art erers argued that “further 
option” in line 15, entitled 
them to order performance of 
what, but for this provision, 
would be an illegitimate last 
voyage, with no liability 
beyond a liability to pay hire 
at charter rate until time of 
actual redelivery, notwith- 
standing that the voyage had 
avfowdad beyond final terminal 
date as it was reasonably 
expected by the parties to do. 

If one tested the differing 
answers against the rules 
applied in Rw gHrfi. law to con- 
tracts generally, it seemed that 
the owners’ answer to be pre- 
pared. A party either did what 
ha had agreed to do by to 
time be agreed to do it, or he 
breached the contract and paid 
to consequences in damagrts. 

In the London Explorer [1972] 
AC 1 the majority held that if a 
charterer foiled to redeliver 
within a' period of reasonable 
extension, he might be in 
breach and so liable for dam- 
ages for the period from final 
terminal date to time of actual 
redafivery. 

In to Dkme [19751 1 Lloyd’s 
Rep 115, on an issue as to 
whether “6 months 20 days 
more or less in charterers’ 
option” provided a final tennir 
pal date, the majority held that 
it did, leaving no room for 
hhplied margin or allowance. 
On an tone as to whether 
ch a r t erers were in breach in 
senedng the vessel bn an illegit- 
imate last voyage. Lord Den- 


ning concluded it was illegitir 
mate for the charterers to send 
her on the voyage, "seeing that 
they could not reasonably 
expect the vessel to complete it 
by the pon n i i t w i margin". 

That conclusion, though a 
minority view, seemed hard to 
chaflenge. given the majority 
djndusfcm on the first issue. 

The majority dectetous in to 

Dkme and The London Explorer 
were authority binding on the 
court in support of to owners’ 
argument limy also seemed to 
accord with general cdhtrac: 
t nai p rincip le. 

In fine 15 of the charter- 
party, in the absence of any 
contrary indication, , Tast voy- 
age" was read as mea ning “last 
voyage under the charter- 
party”. The language ofhne lS 
was not at all apt to convey to 

mamifag for n rWrfi Qte'c^iutlV- 

ers contended. 

What the charterers were 
really t-taiwiiitg was not an 
option to complete, since ho 
one doubted that a voyage 
once begun must in any ordt 
nary circumstances be com- 
pleted. What they were really 
datoitog was a right to require 
the owners hot to complete but 
to embark on an illegitimate 
last voyage. That was by defi- 
nition a last voyage which was 
not under the charteparty but 
outside it Line 15 was not very 
apt to express the owners’ 
suggested meaning either. 
They said line 16 gave the 
charterers a right to complete 
a legitimate last voyage at 
charter rate free of liability for 
damages, in respect of the 
period between final terminal 
date and redelivery- 

While neither construction 
was satisfactory, to less unsa- 
tisfoctory of the two was the 
owners'. TAne 15 gave to char- 
terers to right, additional to 
the right in line 14, to require 
to owners to complete a legiti- 
mate last voyage free of mobil- 
ity in damages in respect of to 
period between final; terminal 
date and redafivery'. at any rate 
unless the unexpected delay 
was caused by charterers’ 
breach of contract 

Mr Justice SavlUe's conclu- 
sion was correct The appeal 
was dismissed. Their Lordships 


For the Shipowners: Bernard 
Biz QC ana Bernard Eder QC 
(Sinclair Roche & Temperiey) 
For the Ouuierer s: Angus Gien- 
me (Shaw & Croft). 

Rachel Davies 

Barrister 
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300 CONNECTIONS A WEEK MAKE SINGAPORE THE GUIDING STAR OF ASIA. 
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in _ <&ipal)ore fliehts from Ckt28ih. Over 300 connections a week to SE Asia, the Orient, Australia and New Zealand. Plus the best service mtheatr.No wonder we light the way for over 6 million passengers a year. 
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1 J TROUSERS 



[<■ Change your trousers 
surprise 

your friends. 
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At LAST, an end to 
dzy cleaning bids* 
SoH our suits- and 
you simply THROW 
THEMAWAYIt!! 
Lightweight suits ' 
Also avail- MR| 
able in KSi 
tweed. BSHif 

state size and style 
when ordering. 

FAIRLY LONG LASTING 

CONTAINS NO CFCTS . ■ , ' 
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'Hie EASY to inflate IN PLATE- A-LO O . 
Use it anytime, anywhere. j 
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WHATEVER YOUR NEW BUSINESS IDEA, 
YOU’RE BETTER OFF TALKING TO BARCLAYS. 


In our experience, there’s often a fine line between the ludicrous and the potentially lucrative new business idea. Assuming yours is the 
latter you can count on Barclays for some practical help and advice. 

Our Small Business Pack provides a comprehensive introduction to getting your business off the ground and guidelines on how to make it 
grow. It also includes information on everything from preparing a business plan to business loans, deposit accounts and insurance policies, The first 
step is to pop into your local branch of Barclays, where one of our special Business Bankers will be pleased to give you a Small Business Pack and 
answer any questions. Alternatively, just fill in the coupon and we’ll send you a copy. 


YOU'RE 



BETTER OFF 


TO 


If you already hold a Barclays Account, please indicate at which brand] 1 , . wawaw 

FREEPHONE 0800 400100 OR TURN TO PRE5TEL PAGE *546954034 1 OR SEND TO BARCLAYS INPORMATION CENTRE, DEPARTMENT TM. FREEPOST, NORTHAMPTON NNI tBR. 


barclays 
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MANAGEMENTS The Growing Business 


Problems of expansion 


When the eye is taken 
off the market focus 

Charles Batchelor explains why diversification can look 
attractive but prove to undermine core activities 


P rogress International, 
the office'; furniture 
installattonburineos 
set up in 1963 by Dar- 
ryl and Gregory Wong, had 
been in business ho* just a year 
when the two brothers decided, 
to branch oat 

la qrdck succession they set 
up a van-hire business and 
opened a shop seUfing orOupae- 
dic fumiture. Botii hnstnesses 
were from their core 

activity and the brothers were 
fceen to spread their rfafc*. 

It was not long, however. 


folly aware of the costs associ- 
ated with their attempts to 
diverdfr. Turnover of the core 
business stagnated; the com- 
pany’s . limited , financial 
resources were strained; and 
the two brothers found they 
were devoting at least 50 per 
emt of their thm» to activities 
which accounted at most fear 20 
per cent of turnover. 

“We dkbrft xeaBse what the 
drain cm our on our 

working capital would be, 1 * 
says Darryl Wong, chairman 
and joint managing director at 
the south-east London-based 
company- “It was a bad judg- 
ment," 

On the advice of Greater 
London Enterprise, a smaller 
firms investment m«i training 
organisation which wss origi- 
nally attracted by the idea of 
investing in the orthopaedic 
ftanitore business, the Wongs 
decided to concentrate their 
resources on the. office fnrai- 
ture installation activities and 
the other two businesses were 
wound np in 1968. 

After two years of losses 
Progress has retnmedto profit, 
opened five new offices around 
the UK and is' thtwkfag of 
expanding into continental 
Europe. Tnmnver stuck at 
around daring the mid- 
1960s bat is expected to rise 
from fgJSm to £3m in the year 
ending June 199L 

The ovBMunhttlqas diversift- 
wHypi ilirg H mul- 

tinational companies ..have 
been the tocos of mnch atten- 
tion in recent times and the 
aggressive acquisition pro- 
grammes of tin early 1980s 


have been replaced by a return 
' to core activities. 

But astheProgress experi- 
ence shows, gBMfl companies 
.may be no less prone to 

from their core 

Turoa Tjr gw Quoted m m ni m lM 

may bemoreatel? tofflverslfir 
by acquisition while small 
firms will start up new activi- 
ties from scratch but the 
results axe often the same. The 
small firms’ lack of financial 
and managerial resources does, 
however, make them especially 
vulnerable. 

part of the problem toting 
the Wongs was that they were 
unsure at fust how tost the. 
market tor their services would 
grow. But as «aira hnadtaze 
systems- have increased in 
muj COSt, WIBTm * 

have showrf^^ems^^s 

fawtmu ing l y raw^j {q wnpTny 

spedahatinstailfirs. 

Fashion jewellery, by con- 
trast; was a well-established 
sector when Jasbir Anand set 
up to bnstoess to London's 
Soho in 1975. Yet market focus 
has been an issue which has 
had to be addressed by Anand 
Fashi on Jewellery an its way 
to its vnmtnt imuover level of 

Anand started with a small 
shop acting as a wholesaler to 
London jewellery stores. Trade 
buyers would walk in off the 
street to buy six or a dozen 
pieces of a particular item of 
fashion jewellery. When busi- 
ness prospered and working 
conditions became cramped, 

Arumd hnwgMH» friifhnM nf a 

; 7,900 square feet. warehouse in 
Wembley, west Loudon. 

Jasbir Anand sent Ids son 
Bavtoder to nm the growing 
Import business earned out 
from the Wembley warehouse 
while he stayed to ran the 
Soho shop. But naming what 
was still a very small business 
from two locations puttataler- 
aMe pressures on the two-man 
m anagem ent- ,. 

From just bring a wholesaler 
Anand became a large 
Imp orter of fashion Jewellery 
Aran the Far Bast Increasingly 
it was doing business with 


large retailers who would ptaca 
orders for 100 or ZOO dozen 
pieces. It had to decide 
whether to remain with the 
small customers with which it 
had begun or to move upscale 
to handle the huge b u ye r s. 

The two Anands sat down 

one Saturday morning 18 

months ago to discuss strategy 
with their accountant. Sub- 
hash Thakrar, a partner to the 
firm of Blackstone Franks. 
They decided to sell the Soho 
shop to concentrate on serving 
the larger custom er s who vis- 
ited the warehouse. The ware- 
house is trig business while the 
shop was small business,* com- 
ments jawhfr Anand. 

Fur ther advantages of this 
move were a reduction in over- 
head costs - staff numbers fell 
from 10 to seven - and the 
concentration of all the 
employees to one location 
where Jasbir Anand, who was 

hwttffr of rremag ln ff pan plff than 

Us son, could oversee the 
whole operation. The switch 
from small customers, who 
paid cash, to large stores, 
which demand credit terms, 
has, however, pot pressu r e an 
cash flow, Anand says. 

Having identified the larger 
stores as his main market, Jas- 
bir Anand has acquired a fac- 
tory in nearby Acton where 
warehouse space will be rented 
to other fashion jewellery 
wholesalers. The aim is to cre- 
ate a centre which should 
attract more jewellery b uy er s 

H»bw Hi* fndf n rjrfnal ffwrw hmiM 

an their own. 

For G Ettinger, a 50-year old 
leather goods manufacturer, 
market focus became a matter 
of survival in a detihtfng sec- 
tor. Competition from tow-cost 
producers in the Far East and 
ft npn more upmarket manufac- 
turers in Spain and Italy han 
wiped out many UK leather 
goods companies in recent 
years, says Paul Ettinger, a 
director. 

Over the years the company 
had broadened its range of 
products nntii it stocked gilt- 
ware items made of metal and 
plenties as well as housewares 
alongside its h »»HHnmi1 laafl mp 

products. It was no longer pw- 



Danyi and Gregory Wong: returned to profit 


ceived by department store 
buyers as a specialist leather 
goods c om pany, recalls Ettin- 
ger. 

At the same time many of 
the «n»n retailers which matin 
up its traditional customer 
base were rfngfag. To survive, 
G Ettinger had to concentrate 
cm the top end of the market 
and on the bigger stores. 

“First of all we had to focus 
the business,” says Ettinger, 
who joined father and 
brother in the family firm two 
years ago after gaining an 
MBA at XNSEAD, a French 
business school, and three 
years spent marketing marine 
paints for Courtaulds, the 
chemicals groups 

“That sounds glib but the 
traditional market was dying 
and we had to go somewhere. 
We had to cut out the knick- 
knacks. The buyers were 
becoming very specialised and 
were starting to see us as gen- 
eral merchants.* 

Slimming down the com- 
pany's product range was a dif- 
ficult itorirf™ for Gerry Ettin- 
ger, tha 70-year old chairman, 
but the cheaper items were 
gradually eliminated to con- 
centrate on the more up-mar- 
ket leather goods. Most of the 
BTTwIto- msfa«ner a who n«da 
tig demands cm the company’s 
administration but only pieced 


small orders took their own 
d ecision to move to other sup- 
pliers. Like Anand, G Ettinger 
also moved out of the centre of 
London to more roomy prem- 
ises in Putney. 

The next step was to start 
designing ranges exclusive to 
G Ettinger to give the company 
an edge over its up-market 
rivals. One of the linn’s moat 
successful ranges has been a 
burnished calf collection based 
cm traditional British deaigna 
for items such as brush and 
manicure sets and ffawk* in 
shoulder cases, says Paul 
Ettinger, who has concentrated 
on design. Increasingly the 
company, which employs 19 
people full-time and up to 30 
ou tw or ker s, makes to order, he 

aiMc 

The impact of these moves 
has been a 20 to 25 per cent 
annual increase In turnover 
aver the past three years to a 
total, of more than £lm this 
year. 

The experience of Progress, 
Anand and G Ettinger shows 
Oral by conce nt r a ting an a cote 
business, a company can reap 
the benefits of its expertise in a 
particular market niche. “We 
haven’t reached our peak in 
the furnitur e installation busi- 
ness,” says Gregory Wong. “We 
would be very cautious about 
diversifyi ng in future.” 


The start of a dialogue 

Charles Batchelor on the small firms minister’s plans 


T here appears to be little 
imminent prospect of 
major new programmes 
to back small businesses, 
accor di ng to Eric Forth, small 
firms’ minister at the Depart* 
of Employment. 

*1 do sot regard the number 
of initiatives I dream up as 
proof of my ministerial effec- 
tiveness, - Forth told a press 
briefing flw fa g a one-day con- 
ference, "Keys to Growth," in 
London last week. Forth 
replaced Urn F gg ar as small 
firms* minister in the ministe- 
rial reshuffle of last July. 

The conference, billed as 
allowing owner-managers to 
discuss issues they saw as 
important to success, was 
as the start of a dia- 
logue between entrepreneurs, 

small business advisers and 
government. Forth said. 

“The messages from the con- 
ference will be used for the 
development of small firms pol- 
icy ana to provide important 
advice for other small busi- 
nesses,” Forth commented. 

Some of those Involved in 
the small business sector have, 
however, expressed concern 

that nothing is tiffing done to 

help the many small bus!-' 



Eric Forth: not convinced 

nesses which were set up dar- 
ing the 1960s but which are 
now being adversely affected 
bv high interest rates. 
Starting up in business 

Involved risk and "an element 

of possible business failure,” 
Forth told journalists. "The 
rate of business start-ups has 
been remarkably well sus- 
tained,” be added. 

S people were prepared to 
accept higher taxes then more 
money could be provided for 


small business. Forth said. He 
did suggest, however, that 
there might be fending for 
gb&rply-focused programmes 
such as SMART (the Small 
Finns’ Merit Awards for 
Research ami Technology). 

One idea promoted by the 
British Venture Capital Associ- 
ation - for government subsi- 
dies to help finance the man- 
.agemeatof new seed capital 
fends - appears to be making 
Utile progress. *1 want more 
evidence of the need for gov- 
ernment help for seed financ- 
ing,” Forth raid. “I am not con- 
vinced there is a lack of 
ftwwyff for small businesses." 

Areas which Forth believes 
do warrant further study are 
the scope for encouraging 
small badness owners to sell 
equity In their companies in 
preference to raising loons and 
the possibility of encouraging 
private individuals to Invest in 
«crre>T\ businesses. 

One “very tentative idea” 
was for the government to 
back the creation of a mar- 
riage-broking service for inves- 
tors and entrepreneurs. But 
Forth said he was keen to 
avoid introducing “the dead 
hand of government.” 


Getting everything taped 

Charles Batchelor reports on some video and audio training aids 


H ow to make business 
training more easily 
available and more 
attract i ve to the overworked 
small business owner? Many 
entrepreneurs lack the time to 
attend scheduled training ses- 
sions or if they do have the 
time, are resistant to the “talk 
and chalk" teaching approach. 

The response of the educa- 
tors and trainers has been to 
produce a range of training 
videos and audio tapes which 
can either be used at home, in 
the car or to increase the vari- 
ety and appeal of formal train- 
ing sessions. 

The latest nfferfap include: 
• Opening the single market, 
a two-part programme devised 
for home study by The Open 
University which demonstrates 
how to plan, research and cost 
an effective strategy for 
Europe. Part one, A Bigger 
Europe for the Busi- 

ness describes the main 

rhang pw m aitiing from the sin- 
gle market which will affect 
matter firms. Part two. Cost- 


ing the Options, helps users 
create a properly -costed busi- 
ness plan 

Contact Customer Services, 
Business Development and 
Marketing Office, The Open 
University. Tel 0908 6534731 
655183. £150.50 inc VAT for one 
two-part pack. Discounts for 
toff Quantities. 

• I’ve started so ni finish 
makes use of television Master- 
mind presenter Mwgnim Mag- 
nusson to present a six-part 
video pack on subjects such as 
market research, advertising 
and promotion and managing 
expansion. Devised by the Don- 
caster Enterprise Agency, this 
programme is intended for use 
by trainers involved in the 
day-to-day advising of small 
and medium-sized firms. 

Contact Derek Evans, Train- 
mg Director, Doncaster Enter- 
prise Agency. TO. 0302 340320. 
£375 inc VAT. 

# Mayi ng pn w i r malcaa use of 
right small businesses which 
have been trading for at least 
three years to illustrate good 


management practice. 
Designed by Into Business, a 
Liverpool-based enterprise 
agency, this programme is 
intended for use by trainers as 
part of a half or fen-day train- 
ing, course. 

Contact Into Business. Tel 
051 709 2375. £155 plus VAT. 

For the manager keen to 
gain his independence advice 
u available in the shape of two 
audio tapes. 

• Management buy-out 
review. A 40-minute audio tape 
produced by a bi-monthly mag- 
azine of the same name with 
advice on how to stage a 
buy-out and select advisers. 

Contact Management Buy-out 
Review , Tel 071 490 4777. £8.75 
inc VAT. 

• The Electra guide to MBOs 
and mmil a 60-minute guide 
to the problems and pitfalls of 
staging buy-outs and buy-ins 
produced by one of the larger 
providers of funds for these 
deals. 

Contact Electro, Tel 071-831 
6464. Free. 


BUSINESS OPPORTUNITIES 






Are you looking to 
develop your business? 

If you own and hai a successful company wWch is more 
than three yoars M andyou’re planning future dewetop- 
/nents or expansion, Cranfidd School of Management, one 
of EuropeVtop business schools, has a programme 

designed especiafe to help yo u. ^ •: . J 

Criled the BUSINESS GROWTH PROGRAMME and 
run on a part-time basis over 4 months, it provides a unique 
opportunity to ptan and whieveraccessfuldewriopinent 
and growth for your business. A leant of unrivalled expertise 
drawn from venture capM houses, financial 
institritons.and.bustoess consultancies 
contributes to the programme. • 

For information phone Eve Hussey on 
0234 751122 Ext 3382, orwrite to her at 
CranffeJd School of Management Cranfleld, 

Bedford MM3 0AL Fax 0234 751806. 



TRADE FINANCE 

BURNS-ANDERSON 
TRADE FINANCE LIM- 
ITED are able to provide 
stock finance and letter of 
credit faeflitks to quality 
applicants. If your com- 
pany has a turnover in 
excess of £750,000, is trad- 
ing profitably and requires 
short term funding in addi- 
tion to its bank facilities 
without further encum birr- 
ing its assets telephone 
Paul Newton ACA or 
.Ruth Leach on 061-832 
8484 or write to them at: 

BURNS- ANDERSON 
TRADE FINANCE 
LIMTED 
8 St John Street, 
Manchester 

M3 4DU 



THE BEST LOCATION 
EORYOtra BUSINESS 
RENAISSANCE 



AiVfrerfjamweSrecreriedtheeOTiiwmi^ . 


Txi «nt«»M deii M nd--Sce: 

■ Easy accwB^o major a 

■ EtamMAdvtraixriHkaB 
m ^MriDwrieggnen fA xwi f n o mri wa 

■ Wririi Devricpniapt Agency, British Coal 


lfloa SeOoggVVtiraenGatoHi HoyaLoos UK i&t 
Lego end Shar pa riflodoa Wrexham, 

Get the Mpjctureby irinnrinffour coupon at ■ 
aHem&tivriy. ca5 SofcDuton, Des jews err Jpyce 
^pewmou W02© 29044* Wax GUO® WMBC AC. 
Fax COSTS) 29009L 


Wrexham 


On Orisf Smcntne Officu, 

I " The Oddball. Wrexham. LL11 LAY. 

Owjd North WdeuUt 
_ iwpScU totolBw wg — 

I iso your linflMW. 

! Name — . — 
■Company — 


Tel No. 


nr» 


NEW CHURCH 
& COMPANY 

Venture consultants 

CORPORATE ADVICE TO 
OWNER MANAGED BUSINESSES 

* Acquisitions and new ventures 
* International marketing strategies 
* Licensing and joint ventures 
* Funding, floating, selling 

8, Crinan street^ London N1 9SQ 
Tel 071 833 8899 Fax 071 833 5525 

Naoc k ur th iseFJMBRA member 


u* 



Your office in 

PARIS LONDON 

BRUSSELS MADRID 

BUDAPEST WARSAW 

COPENHAGEN NEW YORK 

WASHINGTON D.C. LOS ANGELES 
SAN FRANCISCO 

Tmmwliately available. Fully furnished and 
equipped offices. 

Secretarial support services 
Conference & Meeting Facilities. 
Prestigious Locations. 

Tel London +44 71753 2828 
Brussels + 32 2 2387806 
USA. Toll free 800 776 8330 


Leisure Project 

Four miles from M25 junction (South East) 
Golf Course (18 holes) with Leisure Centre 
and superb country house for Hotel 

Full planning consent 

Substantial Offers sought for Participation, 
Preference given to quality Leisure operators 
full details from 

FLEURY MANICO 
20 Old Stone 

Brighton (0273) 677860 


We say this is no year 
to let your customers sit on 


In a year when business 
is tough, money talks. 

Mae's what lisps. 

The companies with the cash are the companies 
with the opportunities. 

The companies with the best customer 
relationships axe file ones with the dunces of 
developing best Yba agree? 

Shake hands with KeUock. Our business is 
helping your business with just those two 
things. Well improve your cash flow fay 
paying cash for your domestic or 
overseas receivables. 

This will improve your relations with your 


your assets. 



custo m ers by removing 
the need tor you to 
pressure them tor payment. 
Well be quick with you, and patient with them. 
We have to. We know how important customers 
are. We’re knocking ouraches out to buOd a 
business too. lb be faster, more re sponsi ve, 
more helpful. 

That helpful attitude is known os 77u* Kdlock 
Factor. It's made us the fastest growing 
company in our sector - and won us 
the Factors Chain International Import 
Factor of the Tfear’ award. Isn't it a factor 
you should consider? Use the coupon. 


That&theKeBodcfectoi: 



KELLOCK 

Member of Sank of Seotitnd Group 


Sendas KcDodc United. Abbey Garden*. 4 Abbey Street. Reeding], 
Berkshire BG1 3BA or telephone: Jim BUnd. Ctammetdal Controller. 
oaOXM-MUll. 

WWWCHAM ■ IDMMCH ■ OASCOW ■ USDS ■ iONDON ■ MANCHBnn 


CROUGHTON ELM GOLF CLUB 
- PLANNED OPENING 1992/1993 

4 HapHgaihv and fcwreto-e««w!urdq|j>r OwtodJnHualanl aaqx^p. 


IMole ctomptouUptatfii golf <na*c <7,1 
mJblte.rWBwlIm'ntbtoiBtyri 



rafthccMk. 

•ad pnpoteuK Gnat TboataapOu* Hamm Ham* 


4&Wtet B njgabgiy.o»a« ax Magzgaag?2*cic 

■telli. rnnli ~t ■mnnr'TmiT. ffcinin TiTlijl 


Ttejfrpil airtMty,OanaPg 3 AA.«ttWSn 4 CLlbKtBW)ama. 

ffjgda ad L dtefctowtoa wi ii m i f wrfir m rtjin jggQrf tL Ad MCk 

CaM Un i mm. Aamd aiten. Wig 

, ■ ... 


to is ry Mine 


bn— H. Mtkte —y y o- 


Property 

Finance 

Sterling and currency 
funds available at fixed; 

or variable rate on ' 

investments and 
owner-occupied. Low 
start and deferred 
interest schemes 
available. 

JOHN CHARCOL 
COMMERCIAL 
195 Knightsbridge, 
London SW7 IRE 
Td 071-589 2 62 6 and for 
Commercial Department 
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BUSINESS OPPORTUNITIES 

n rm n rni n-nr * BW>eM 1BBI 


FOR SALE: 

'Ikon’ Showcase System 
and ‘Context’ Trademark 


as 


As a resiit of the orderly wihd dcwn 
of The Crown Suppliers the following 
items are available for sale: 



TICIS 


Government de pa rtm en t s but also 
used by many large commercial 
concerns. 


IKON 

A market leader in the field of showcase 
systems for mounting permanent or temporary 
displays* as used by a number of well known 
museums and galleries throughout the 
couifry. 

CONTEXT 

The trademark used by The Crown SuppDers to 
market a range of top quality desking and office 
cabling systems originally developed tor use by 


Any enquiries or requests for further information 
should be addressed to Tony Ccflovwy or John 
Cooper Cfetepfione: 071-922 2000, Fax: 
077-401 2632) or put in writing to them at the 
folowing address: The Crown Suppler* VUSnglari 
House, 133 Waterloo Road, London SET 8UG. 

Formal offers should be put in writing to Timothy 
Hems FCA Coopers & LybrmdDelOftte, BO. Bax 
207, 128 Queen Victoria Street London 
EC4P 4JX to be received by Wednesday 7th 
Ncrember 1990. 


Berkeley 

Square 

W1 


Immediately available - 
luxuriously furnished, 
self-contained, 
air-conditioned office 
suites with full 
service/term 
by arrangement. 

For foil details please omtact- 
Nighttngale Secretariat, 

3 Berkeley Square; 
London, W1X 5HG 
Tel: 071-629 6116 
Fax: 071-491 4811 


MANAGING 

DIRECTOR 

An M.D. with pr ov en entre pre - 
neurial flair md sound business 
sense, aged 43, is seeking man- 
agement involvement with a 
successful private company. 
Excellent track record in general 
management. Fluent in German/ 
good French. Prepared to make 
substantial equity investment to 
demonstrate connnmncm. In the' 
first instance please reply tec 
Cfcriaopha- Doaza, E*q„ 

Radley Andenon Associates Limited. 

WdfingUM Heme, 2 Park Street, 
Hkdrin. Herts SG4 9AH. 
Telephone 0462 421617 


MINIMUM; £1,000,000 

Development Capital 

Property Finance for Development, 
Dealing and Investment ‘ 

Corporate Re-structure, Mergers, 
Acquisitions, Flotations, etc. 

CORPORATE FINANCE CONSULTANTS 
LIMITED 

75-77 Moscow Road, London W2 4XW 
Tel: 071-727 6474 Fax:071-2211196 




We act on behalf of a major private U.K. corporate diem, 
who is seeking to acquire funds under management 
preferably m the range £50m-£500m. 

All replies in strictest confidence and from principals only 
please, under reference 18106, to Nonnan Farrant, director. 

MooreStqptau Associates Limited, Management 
CoMhanls, t SaowHBl, London, EC1A2EN. 

i MOORE STEPHENS ASSOCIATES i 

MANAGEMENT CONSULTANTS 

A UNIQUE OPPORTUNITY RESULTING 
FROM A MANAGEMENT BUY-OUT 

We db a partragr including: - 

- 30400 *q R smrabctniins space 

- hca t od wucbousc 

» European rthttrUmfioa 

- plan* injcaiaB monkfing 

- ok die am rag 

- a d jeeent la M4 in South Wales 

■ mflimprunrt winw il and fkjUrrl labour 

Waseck a strategic Joint w arn s partner who am take admnuga of this 0uibbpcfa|L 
Please contact: 

- Jetw XUM. W itO Pwtw— TtHkilip Meta th g, QBO C ee hv > ~ 

Tnftmt BMs l"Mrpd44, CKJ7 SYB, UK Tat 0443 *41343 


COLLECTORS ITEM TOR THE WHISKY 
CONNOISSEUR 

We have for sale 144 boftka of M aca ll a n s 1949 single malt whisky 
bottled under the Signatory label but distilled at Macalla n s in exclusive 
gift boxes. Each bottle is 7Sd 37.9 alcohol degrees. Prise £930 per bottle. 
Only 234 bottles were produced and each bottle has the cask number, 
bottle number and quantity produced. With certificate of age. 

Mflwwd LttL, Royal Mnfl House, 

2 CaHborpe Rd, lMimh^ham BIS 1QJ 


AGENTS 

GOLD EMPRESS 
ALASKAN -250 

-State-otttw-Arf- Phew 
Cold Mining and Ho co vwy 
Equlpnaat, daalgaod, 
•Dflsaarad ud pro van 
sacceasM on the ruggad 
terrain of lbs Abakan gold 
fWcfo, fbb fogy portabte ptacnr 

gold recovery plant hu 
MUtslenOy da mon strut ad 
capability of procnsalRg 250 
cubie yards pwr boor aft costs 
lass thaa *2.50 par cubic yard. 

This low cost, high 
produ ct ion capacity sqalpmant 
Is aow aval la bln for 
Into r national sains and 
dMrlbntlon In moat gold 


noadod now 9a rapro a a nt Tbo 
Gold Etnpraas- Alaskan 250 h 


I 


COLO EMPRESS 
MINING EQUIPMENT COMPANY 
2925 DEMI PARKWAY, 
SUITE 300 

KHanaapnBa. MHH111T U.SJL 
VOX (0121 925-0320 
Fax: (012) »B 8320 


INDUSTRIAL AGENT 

A company ope rating in accor- 
dance with BS 3750 in design 
and manufkemre of unique high 
pressure vahna. valve manifolds, 
reducing stations, regulators, 
etc, has an opening for an agent 
functioning in the following 
industriec- 

1) Aircraft 

2) Steel 
3} Coal 
4) Glass 

3) FetFO/Chamcal 
•&) Shipbuilding 

7) Pressure Vessels 
8} Power Stations 

For natal discussion write to 
Box H731Q, Financial Times, 
One Southwark Bridge, London 
SE1 9HL, enckdng C.V. 


SOFTWARE 

BUSINESS 

with Revolutionary 
Product featured in 
Financial Times, 
requires Equity capital. 

Write to Box H7436. Financial 
Times, One Southwark Bridge, 
LONDON. SE1 9HL 


PROPERTY MAN 
WANTED 

I have very substan t ial foods bat 
insufficient time to devote myself 
wholly to seeking out opportuni- 
ties arising from present market 
conditions. I would structure gen- 
erous arrangements for an 
absolutely first dass property nan 
with the connections and skills to 
maximise on the current scen a rio. 
Office baa and support services 
available. 

Write in con fi de n ce to the 
Advertiser Box K7490, Financial 
Times, One Southwark Bridge, 
LONDON. SEl 9HL 


Business in GERMANY? 

Experienced Consultant with 
good con n ectio n s and fluent in 
German. London based; ex 
banker. Available to assist in 
boriness negotiations & to act is 
a co n sn h niornon exec, director 
for joint ventures and other 
opportunities in Germany. 

Phone 071 723 5991 
Fax 071 202 6747 


KUWAIT AND IRAQ 


situation 
with your 


int e rfere 
to ship 


contracts. We have Middle 
East requirements for most 
equipment, sendees and 

mmnwiiHw 

Please contact Mr Haynes, Cbaund 
Bin UK Ltd. Tel: 071 372 7171. 
Thu 268935 CEC, Fin 071 625 7319 


U.K. Government coatrac- 
to r /p re ferre d supplier (26 years) 
has unique range of electronic 
produc ts for commercial users. 
SKEKSs Development Capital 
for expansion and marketing in 


return; Po te ntial high returns in 
just two yean. 

Write Box H7485. F inan c i al 
Times, One Southwark Bridge, 
LONDON. SEl 9HL 


lurestor/Partner required 

for joint venture. To develop 
luxury 108 bedroomed Hotel, 
Leisure Centre and Golf Course 
in Centre! East Anglia. Unen- 
cumbered 175 acre wooded ate 
with fall detailed planning con- 
sents. 

Seritms «*pxr» eofy *ritc to 

Box HISBl , Tones. 

One Soetkwerk 

SEJ9Hi 


EUROPE/NORTH AMERICA 


We are an experienced team of international advisors 
wth expertise in Strategic Planning, Acquisitions and 
Divestments supported by a full range of consuKng 
services. We would be pleased to arrange an 
expioratory cfiscusslon in absolute confidence. 

BRYLOROVE OVERSEAS UHHTED 

PREMIER HOUSE, STATION ROAD, EOGWARE , MBOLE3EX HAS 7XL 
TEL: OBI B51 5535 FAX; 001 B51 0417 


SUBSTANTIAL CAPITAL AVAILABLE 

Wo am a cnmpnzgr with « relatively abort hiataxy but with cash 
available to invest in profitable opportunities. We could have 
up to £3m Immediately available to invest in growth activities. 
We ^ire ■ substantial shareholder hat which could facilitate 
an aanjr quotation oh the irnlirtiH wrnritiee nariaL We 
anticipate backing situations where the praaaot owners and/or 
managers will wiah to retain a continuing association with 
their Compaq? or fiuuQy burinonai with good management but 
session. 

Please writs in confidence to Box H7&14, 
WmimM 'Hmes. Than flnntli inn V ITi IsTinii 
London SEl #HL 


PARTNER! JOINT VENTURER 

Buaineesman with s ubs ta nti al capital availability Intending to deal 
in good used industrial plant (food processing, packaging, 
pharmaceutical. Injection moulding, machine tools, etc) with view 
to importing and exporting. Would like to work with someone 
having detailed technical arid product knowledge in one or more 
of the above fields. A knowledge of overseas markets and 
requirements useful. Joint venture, partnership or other 
collaborative basis. Prospective interested party should have 
some capital to contribute to purchases. 

. . . Phone Mr Lee on QZ73-7290B1 days ' 

or 0273-724760 evenings or weekends. 


CRECHE OPPORTUNITY 

Organiser of creches has the equipment, staff and technical and 
legal knowledge to develop further but has run out of abort-term 
finance. An opportunity extols for a venture capitalist to take a 
stake and either work, part-time or lull-time, or be hands-off. 
Further Information may be obtained from 
Stephen Geoffrey at Godfrey. Anderson A Co, 

07 Vivian Avenue, Hendon, London NW4 3XE. 


14% 




pM Mm*) 

COMMERCIAL FINANCE 
■on prims re mmadri p repare— 

- mhikmim low C2EOyOOD 


■npt02S 

061-228 0820 


SERVICED 
FURNISHED 
OFFICE TO RENT 
the half day or day near 
Old Bailey in London, 
EC1. Apply to Mrs Barbier. 
Telephone: 071-248 2894 or 
Fax 071-489 1672. 


r 


FILM 

company, good track 
record, seeks backing 
for latest project. 
07-379-0873 


AIRCRAFT 

FOR SALE 


BUSINESS 


AIRCRAFT 



Sales ■Operating Leases 
Insurance* Support Package 
Management & Crewing 

EXECUTIVE IET 

CENTRE-HEATHROW 


■fields 


mWfi Contact IM 


nb 881-759 TBS 
ttmcSSM5 
Fee 087-7597385 


CANADAIR 
CHALLENGER 6Q0S 

Execu tive Wlde-Body 
2000 hours total time 
Warranty schemes 
Engine/ Airframe 
New print/refmhfahed 1989 
S6J5 mflllcn US. dollars 

Flume: U.K. (0)908 612301 
Fax: UJC. (0)908 210802 


INVESTORS 
REQUIRED 
SHORTTERM 
X HIGH YIELD 

Investors are sought for a unique 
Pul European business publica- 
tion. Total funding required is 
£60,000- Payback Inside one year. 
Requests for information by the 
26th Oct- In writing to: 

Nyman Linden 
Chartered Acco unta nts . 

118 Baker Street 
London W1M I LB 
Reft AP446 


MORTGAGES 

On Con a na d st * Ind— trial Ito pc r t ki 
at pries rates 5/10 yean. Interne only. 

haul £500,000. 

Apply j« 

Hanes 

IS Bsetofe Strase, Lull I Wl 
ltd: 071-4U 3051 Fas 071-400 040 


TRADING 

COMPANY 

tied with USSR requires 

fi n an c ial partner. 

Write Box H7S13, Financial 
Times, One Southwark Bridge, 
London SEl 9HL 


BES ISSUES 

If' you own an expanding 
profitable business and want 
to raise up to £500,000 under 
the BES. «n Angus Forrest 
for details on 071-251 9111. 
FIMBSA 


VENTURE 

CAPITAL 

PARTNER 

REQUIRED 

for I-O.M. managed 
Gibraltar based, offshore 
property Company 

Tot 0903 - 212117 till 10pm 
Fax:0903-32264. 


ENGINEER (42) 

with capital seeks to 
invest and play an 
active part in a business. 


L. Honey 081 883 8698. 


iMtomcnaum or Musa baMwtre «m 
turnings c om ponna sa W cs amySrias turn 
Importan. B iMIsh and Ma n ufaetursrs. 
PIMM writ* to BOX H7480, Financial 
Timex, ftw SauSiwark Bridfls, DndM SEl 
.8HL 
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BUSINESS SERVICES 


COMMERCIAL MORTGAGES 

11.5% FIXED 

STERLING 

TRUE RATE . NOT DEFERRED OR STABILISED 
TERM 1-10 YEARS (Interest Only) 

TERM 11 -20 YEARS (Capital & Interest) 
£250,000 TO £30 M. 

Up to 75% of bricks and mortar valuation 
Available for; 

Com merci al * Industrial * Retail * Leisure * 
Trade • Private Health * Private Schools 9 


Cedarpark Ltd 

E st ate Office. Lower Howsell Road, fh B . o^r 

Malvern, ■Worcestershire WR14 1UX. 


Tel: 088633456 Fax; 0886 33430 


Business Plan on Lotus 1-2-3® 

Save 200 hours of ^ 'n g r amming frustration with MBA Busi n e s s 
Plan. A c omp re h ensive 24 page, 5 year fin a n c i al forecast can be 
easily produced, in four hours. Update it monthly in 30 minutes. 
Superb presentation format. Excellent colour-coded manua l. 
Complies with Fn gitA accounting standards and adopted by 
accounting firms for advising clients. “Best business plan I’ve 
ever seen" remarks one corporate banker. 

Price £135+ VAT. Contact Adaytum Systems, . 

10 Royal York Crescent, Bristol BS8 4JZ. 

TeL- 0272 737442 Fax. 0272 4666% 



business? 


Well 


cover vour 



WtomyousdHabmuiereorgopiibteyoamay 
have to give warranties and indemnities •'“cb 
could render you Sable for da m ages as well as 
legal even if you are not at fault- 

This liability can be insured under oar 
Warranty and Indemnit y Insura nce Policy. 

For more information contact: 

Warranty 
& Indemnity 
Insurance 

ManbaO’s Court. Marshall's Road. Sutton, 
Surrey SMI 4DU. WI » 

Telex: 8951673 EPISLG 
Loodan. BhoMUtom. HaWax. Otogow 


B SS®fe 

iMirn 


l)o Vm Ham; A PuofflKM ? 


Docs yon r boxacu have ongoing but is in need of cash and/or 

advice either to solve ament critical problems or long tena growth? 

We ate a gimp of amoereftil bumessmsa with financial, legal and maricedqg 
remeidse, with sobctmrial foods available to assist, either in such shuadons or 
lo plug the eqprily and corporate management gap ba an MBO. Please write 
with background details to: 

Suker, Lhne Court Investments LhL, 37 Bafcombe St, 
Dorset Square, Lond o n NW1 6HH 
Fax: 071723 1082 T«l: 071 724 1839 


OFFSHORE COMPANY MANAGEMENT 
Incorporation of companies in the British 
Virgin Island and complete corporate and 
financial management 

For details, contact- The Consolidated Group of Companies, 
P.O. Box HM2257, Hamilton, Bermuda HM.JX 
Telephone; Bermuda (809) 295-83)3, 

Telecopier: (809) 292-1373/(809) 295-6792, 

Telex: 3758 CHAIR BA 

All correspondence will be treated on a confidential- basis. 




FINANCE EXECUTIVES 

couktyouuseacamprehmu** 

Policy and Procedures Manual 

landantorottw tonncM andadmln ls trnfttodnrerota and 


towdboaItyimeriachnlreldoamMttoon.il 

iraeotoofac!aewiiiMiLand«v*isawtoa«ltoianBaof tatetoiaa. 

i: Pater Le Pag* 071-333 7310 to wimiga an Marelmr. 


Mayfair 

London, 

Wl 


A truly coat affective ateroxtive to 
leering a fufirime «dHe»- Our 
Buatnaaa fjfanlHy Plana are liiiai for 

buri n— viator to Lcndon and era 
to suit yottr 
I to mrint a ln a high _ 
offlee la pr a ren tettonet 


For ftdl details pknae eantacb- 

Ni^itiiigale Secretariat, 

3 Berkeley Square, 
London, W1X 5HG 

Td: 071-629 6116 
Fax:071-491 4311 


COMPANY FORMATIONS. 



YOUR OFFICE IN 
LONDON 
£63 PER MONTH 

Superb Mayfair location dose 
to Piccadilly and Fade Lane. 

Personalised Mafl, Telex, Fax 
and Telephone Services, 
Secretarial Facilities. Use of 
Private Olfices/Conferencc 
Room. Companies formed ' 
and Managed. 

For details phone Mr Wright, 

071-493 1332 or 071-499 4806 


ftuSmeaa and UStfra of aetvaet and 
inaalvaiit com partita for sato. Burinrea 
ant Ataanrai 071-2SZ 1184. 


ri£W kAfiktYH — 

TtenseanSiMairi Ou atoare Ltaba of Capa 
Town oflaix puhfc wlxflona. promodon a and 
ariSbWona lor your preduos In Africa (Eari 
Bacpam ma uatog oaraanfaaah prapaUy 
andlnduatiMi l arelro m a iC repo aw toom 


EunMon Commte Nam lor dawtgptag 

teowayndSL 

WHta Bn H7474, Ftaandri Tknas, 


WSOLVENCY AND FMANCUL 

RESCUE 
LEOALADVKX 
Specialist legal sidvfca 
flfvun on all aspe c ts of 
corporate and perso na l 
insolvency and rescue. 

SPREOHHt QRIEP (Solicitors) 
Tel: 071 831 9027 


NIGERIAN - 
PROMISSORY NOTES 

Specialist traders In 
Nigerian debt 

Telephone Mr Mfller 
081-346 7234 


power mao. lists a sawKxs ws of 
raaoy-mad* Hsta ImnwxH a taty avaHabta. 
Suppaam to leading UK companies. Frtaa 
catalogue. Marigat-ecan, Fraepoat. CM- 
cfnaiar, Sussex. Tri 0343 788711 

Ft— n oa ter B i p mia te i ■» teto t n Spaclal- 
Jat Indepaodara aarv tc a tritor made for the 
amaJI Uuslness artth naan now prob- 
teme-Coonty FWasra UmMatf (0202) 680034 


COMMERCIAL 

FINANCE 

Competitive Hates 
Fixed Interest Mortgages 
Burinm Finance to 80% of cost 

Assst-baaed Finance 
Cananuciion Ftoanoa to 100% 

S0VERSQN M8URANC6 
CONSULTANT (IjOraXMq LTD 
Tab 071-370 4322 

Fax: 071-370 41S2 


MSMi 


BUSINESS 

OPPORTUNITIES 


4(MNT VENTURE PAHTNK8 
SOUGHT 

Canadian oompany urgcnUy need* 
joml venture psntner to mart - 
production fodffities for (eatenud) 
robotic equipmeaL Tola] amount 
required nk CSI J00,000. 
Comprebenwvt bttrincm plan 


writable. 


Bor 


Td (0) 2M4B3I54, or Ham in Umetol . 


(0) 30-88495 foftcr I MO MET). 
PAX Creeds 1-204 338-0887, 


FULL BUSINESS 
SERVICE 

in Harley Street Wl magnif- 
icent board room accom. 
address. An* Serv: Mail: 
Fax: Sec: ~ ■ ■ 

Td 071-637-5505 


LET PRESTON 

buy your industrial 
products abroad. We 
source and find best 
prices. 

Tel 0243 511147. 


DUE TO THIS 
UNFORTUNATE 
economic climate wrote tb(e 
to ofier tetephoift lystems 
recently recovered from exist, 
ing efirat* in HquMstion. from 
as httfo OS 095.00, All Aten 
Teh 081 942 8800. 


TAX SERVICES 

I WaridwMaCmpantaandAr] 

Tax Handing, including Tkx < 

Acrou nri wg and Rapantag . tar v fa re. 

ftwtobWt 
TMtowmBMU 

on UK. (*Hl to nsftfai 
ar JRav UJC f*44l 69 ns SHm 


BUSINESS WANTED 


WANTED 

recruitment 

SEARCH and SELECTION COMPANIES 
or division* with an established dtenlbs** spodatislng In 
profe ssio nal. Management or Technical Recruitment 
wanted for acquisition or merger 
Please contact: 

Omnium Lid, 

20120 Bedford Row, 

London. WC1R 4HE 
tri: 071 430 1881 
ref: CJCS. 
a FVuBRA member 


SMALL MEDIUM SIZE HOUSEBUILDING 
COMPANIES REQUIRED 
South East of England 

Should have work In progress and land for 
further development, or just landbank. 

Owners willing to sell stake in company 
to new management may be of interest 
Write to Box H7484, Financial Times, 

One Southwark Bridge, London SEl 9HL 


leisure group requires 

Full On Licensed Premises 
in or close to major town or city centres 
MUST CONTAIN MAIN DRINKING AREA OF NOT LESS 
THAN 2^00 SQ JT. 

Write to Box H7482, Financial Timex, One Southwark Bridie. London SEl 9HL. 


We wish to acquire niche com- 
panies in the Human Resources 
area to compliment an existing 
su cce ssf ul company with a blue 
chip diem fist. Areas of particu- 
lar interest are Human Resource 
Consultancy. Training, Health 
Care end Co nf erences. 

If yon ere thinking of disposing 
of your company and wonkl fika 
to meet for is exploratory dis- 
cussion. please oontacc- 
Mr Pater Bate. 

Asaoctotes ttekfi, 
35-37 Ftarof Street 


COMPANY 

WANTED 

Mannfactariag: doors, 
windows, 
conservatories, etc. 
Turn over: £.5-1. 75m 
Location: England 

South of Wash 
Market: Trade or 
Mixed 

Please write Immediately: 
Nick Jarman - Director 
Windsor & Company 
M a nag e m ent Consultants 
20-22 Park Street 
Bristol BS1 SJA 


HOUSEBUILDER 

PLC 

Ambitious and Acquisitive 
group seek to acquire house- 
boil dors with good 
management and «iao land- 
banks in major UK centres 
particularly die midlands. 

Write to Bm H747L Raaadri Ttoe», 
Ore SomlMifc Bridge. 
London SEl WL. 


Acqmsations Search 

Establndied private Group seeks 
to acquire a non-manufiicturing 
Company. Impor^Expori or 
Property Companies based in 
the Norm West inefaied. Ideal 
opportunity for either owner 
re tir e m ent or Group . 
mnn— both vjtll tlilrfillg 
tine manugsroent in place. * 
Write to Box H7342, Financial 
Times, One Southwark Bridge, 

- LONDON. SEl 9HL 


EXPANDING 

HOUSEWARES RETAILER 
Medium size chain seeks to 
acquire Importer/ wholesaler 
to set up distribution through 
its own shops.. Well buy for 
cash and retain management 

Phone: (071) 734 MI7 
PttC (071) 734 2231 


BUSINESSES FOR SALE 



Established in 1975, obta inin g cnnsisfrnrly high occupancy lends 
fitxnancxceaemVxalp^putattan.S chmnri a l d w a chcri property In 
affluent northern town. Fee income no Yr end July 1990 
around £925,000. 

Income in (seen of XI ,000,000 forecast to Y/EJnly 1991. 
Existing unrealised potential and PJR to Increase regtstradon. 
Price on application 
Please contact TbaUaTtmer 
Manchester Office 061-833 33 H 


Businesses for Sale, 

Corporate Acquisitions & Disposals, 
Baring, Rem Reviews & Valuations 

M offices. Undertaking UK and international business. 



COTTBUS, E.GERMANY 

W ® a re , an ? a J or toxtfto ®ntarpriso currantly undergoing 
tafiondtoto. 

We wish to sell our non-core business and surplus reed ' 

-approx 100m streot frontage 
-epprex 3000 sqjm warehotralng 
-approx 1500 sqjn Garage 
-approx. 1900 sqjn. workshops 
We have a akflled workforce of motor mechanics and 
met^ workers. 

Interested investors may come from the motor or 
engineering industries. 

Sates, installation and maintenance of engineering 
products could also be a useful diversification. • 

if you would Ifee further Information ptease contact! 
TexB-und Konf ektlo nsbetrieb Cottbus GmbH 
Postfach 252/IV . 75 QQ Cottbmr 


business opportunities 


BUY i wg A WP m,L mr. m mnw imr rrr 

and Expand^ Computer, Cem*mo*a*lom.and W H 

^^BasmoseosarobathSamkiAfieraadPorSalM - \ W 
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H. G. Sanders & Son limited 


The Joint Admi ni st rati ve Receivers offer for sale as a going concern the 
business and assets of R G. Sanders & Son li mn ed. 

□ The company manufactures precision metal components by extrusion 
. and pressing. 

□ Annual turnover m excess of £3 million. 

- □ S ki ll ed ■workforce of approximately 155. 

□ Freehold site of 2.4=acres in Southall, Middlesex, with premises of 
approximately 60,000 sq.it. housing factory and office space. 

□ Varied customer base Involved in automotive, pharmaceutical and 
adhesive markets. 

For further, information please contact the Joint Administrative Recei v ers, 

Stephen Akers or Anthony Houghton at the address bdow. 

55/57 High HoQwcn, London V7C3V 6DX. Tet 071 405 8799. Fax: 071 831 2628. 
*^* — ‘-—‘it • — — - 


LFOMRDCIRTIS 


BY ORDER OF THE JOINT ADMINISTRATIVE RECEIVERS 
STEPHEN D. SWADEN FCA & PH1UP MONJACK FCA 

LONDON VOICE LIMITED T/A CITY UMITS 



The Joint Administrative Receivers ofler for sale the assets of this 
leading London Magazine including the title, listing data and 
photographic library. Current circulation is approximately 
20,000 per week, there are leasehold premises in London cC2. 

Further details from $.D.SwadenFCA. 

Leonard Curtis &. Co, Chartered Accountants, 

30 Eastbourne Terrace, London W2 6LF- 

Tel: 071-262 7700 Fax 071-723 6059 rep.sh/4 


On die instructions of Jarvis Hotels 

Final offers invited for. the remaining four hotels in the 
portfolio* of eight available for sale 

With interest rates on their way down* now is the time to bay, 
before prices inrn^« » once again - 



The Salination Hold. Perth 


THE KING’S HEAD, LOUGHBOROUGH, LEICESTERSHIRE 
A long established 3 star town c entr e hotel with 78 L*«*ing Bedrooms and 3 Conference Roams for 
op bo 15a Ex t ensiv e Perking. FREEHOLD 

THE ROYAL OXFORD HOTEL. OXFORD 

A popular 2 star city centre hotel with farther potential. 25 7 — **fnf B e dro oms 02 «"■! 

Conference FariHriea fori up to 60. LEASEHOLD 

THE GEORGE, LICHFIELD, STAFFORDSHIRE 
An eleg a nt 3 star town centre hotel with good levels of fwwnw fiii i »«ifi»* trade. 38 Leering 

Bedrooms and Conference Fe oHties for op to 120 . De velopme nt subject to plumint. 

FREEHOLD 

THE SALUTATION HOTEL, PERTH 

Historic hotel centrally lo c a te d in Scotland’s old capital. Close shops, " tfi n * «wl piMip car p- r ln L 3 
Star rated with ext e n siv e Conference Facilities for op to 400. 70 Bedrooms, 59 rrmriirv 

Lounge Bar. Magnificent Restaurant. 3 Syndicate Rooms FREEHOLD 

Fall trading information is available to seriously interested parties. 

For farther details, please contact Jeremy Hill or Denis Fowl 


Regency House 
107 Hagley Road 
Edgboston 

Bir mingham B16 SLA 



Tel: 021*454 4433 

Fax: 021-454 7132 


MANUFACTURER 
MEMBRANE SWITCH 
PANELS 

LABELS AND P.CB.’S 

In house etoctnarie and grephio 
design capability 

T/OC41SK. G/P 45% 
7,000 sq ft modem leasehold 

mimnf »«*i«i ai s fl |V«Biy u pp l ii y {q 

major Industrial compunef high* 
parentage of repeat bosoms. 
AH enqmries tos- 
CoHett Hulance, 

4 GoldingUm Road, 
Bedford. MK40 3NF 






By Order of the 
Joint Administrative Receivers 

PS. DUNN FCA & DAT. WOOD FCA 

SERVICED APARTMENTS LTD 

Recently Refurbished 

, : .vv;V; S3MCH3 ARARTMENT5 LONDON SW5 

^SobskBT&d FreehoUftt^erJy * High Occupancy & Future Bookings 
#23 Serviced Apartments * Potential Inaxrte over £1 Miftion R> 

* Superb location ■’ * Re-d cvd op m ent/break up potentid 

* Established Goodwill 

Enquiries Furihar detatis from 

LATHAM CROSSLEY & DAVIS 

45 Conduit Skeet London W1 R 9FB 
TokOn 408 1868 Fmc 071 287 1045 



S^nMon Holdings LMieef 


K-HIre Limited 


. Opipoaxmity to acquire tfcebasnea and assets of die above plant hire companies, 

. conjuring: 

4 Lease h^ unttandseqgeooniyo ondTO Bt ird ipHdyop^RduoL 
4 BxchdtA- p ropctty ritoated in Bodmin, Cornwall. app rox i m a t ely 2£50 sq. ft. with 
.a jfl>murini at rl y 2JQQ«q.-fL a ratl a fJ e fee fa rther dcvdopsoeaL, 

4 ^mqmarfiinety; office fiwatam and ydricies. 

♦ -*I btn oycr ^ >prgtip»sndy£300rfXX)pj. 
TbcconyairietyecihBscmrottdphnmaDdmmiag jiv a t o r i. 

pM-BMrdiw deeri h ]Seai e oa M setPMpGB|inie.JoiHtA diiiiHhu a ii ' w eReegveratStoy 
Hayward, Oakfidd Hona^Oshfidd Grow, CCfion, Bristol BS8 2BN TH: (0272) 237000. 
Rne(0Z72)73Z74L 

STOYHAYVEARD l-rfewa 

Accountants and Business Advisers A m ember of Horwath International 

■Jfrw flyirWiifl ly rireforeliirorfflire rei ri i l Anmtum i K in Fn ghn d and'TOtfai m carry on iu v tgni eQtbtgigeg 


Retail Computer Store 
-Central Cambridge 
Excellent, city centre 
location. Established 12 
years with. great 
development potential. 

Serious offers Invited for 
lease, fixtures and 
fittings, goodwill and 
stock. 

Wrfm Box H73M, FkamdaJ 
Thnee, One soanmark Mope, 


FOR SALE 

Well established manufactur- 
ing company. Easy to 
administer. Turnover El .9m. 
Average profit last 3 years 
before charges £225k. Blue 
chip customers. Employees 
15. Reason tor sale manage- 
ment retirement and need -to 
relocate. 

PrineJpato only wrth Box H748SL 
Ftnsnc M TTm— . On» Soamwlt 
BrtUgo.UWDOM.SE1 9HL 


FOR SALE 


PROFITABLE WEST COUNTRY BUILDING 
' SERVICES GROUP 

* Tttmover *£4m ' 

♦ Profir Before Tax - £400,000 

• Blue Chip Customer Base 
No Borrowings. ... . 

. • Strong Management 

Write To Box. HWtt, Haa^ Ttem 
One Sonflnrarklfridgc. London SEI 9HL 


SPEC1 AT.TST WOODWORKING COMPANY FOR SALE 

PHfiaMe East MkDandv bated company for (alb rSebcanwBor to Pfc c&ms 
ange SOMf-'VSOS: 

Extmniw modem madriDByj-M^iych. 7 e t ^ ^ O TO 0 . E^UR 
■ to icmain if required. 100%- equity nrnubre by negpoanm. 
• VIbr acquaitive Ha - . 

msi write to Box RWH,rt«^Ta«, • 

_Oee Srotkwwk BridMfrLw dwi WF1 9HL 


SPECXLOST ENGINEERING COMPANY 

with extensive Toffshore experience. -Tunuyvcr £1.5m+. 
Freehold'!' property; Established 15 years with 
experieoced woddorcc. Excellent customer base with 

' worldwide., sales. 2- . ’ - % 

- • . _ Write * Ok H7M3. 

Ote SMUnrul Bt9gt, MB | IPON.CTl 9HL 


SPECIALISED ANTIQUE 
. ORIENTAL CARPET BUSINESS 
• FOR SALE 

Dee to our client going abroad, a truly excepti o n a l opportunity has 
antes to acquire an old cstabfahed highly profitable tpcdaliwd batmen. 
This would be suitable for an individual who would enjoy mintin g people 
of good uste, in-a most interesting and stimulating bushiest. Audited 
Bccondtt axs available and the profitability with a rirfitinml potential b 


Onr Cheat is prepared to work with the new owner for a period and 
introduce them to his many customers A contacts. 

Interested principals only should write to: 

William Lockhart & Co 
Chartered Accountants 
21 West Nile Street, Glasgow G1 2PS 


FOR SALE PAPER (BOARD) 

Swiss madams (agents), wdl-ltnown international stock -eotporsbon, own 
capital - stock, well-si lun led long term business, good retains, activities in 
Eorope (and oSw countries). Sutrr—w (Chabmaa) m wanted. 

Respectable aod Wtil interested companies (gentlemen) please write with all 
details. 

To Box H7506, Financial Tunes, 

One Southwark Bridge, 

London SE19HL. 


I CONCORD^ 


Totephono 0202 528 45B 
Fax 0202 52 84 GB 


OX UneoWi bn FWds. P JO. Bat 2SS. tendon WC29JU 
HERE B HOK TO BBUHQ A BU8MBM 
TMMf FWXW A BUVBL 

XttM onfr mfcwim of your dm* and As cost of a telephone cal to find 

out mom stout how wo an help you and yotx company. So why not pkfc up 

tm phono, right now? 

Aaaodates bn moat captel ehioa. 


Born.MxwvxuuoKntoMOLOMiu). 
inomr wpoix m san owH 


I fTOlWl . 


FKJatXJKKCTSJXnREBBBQLDHaitraLXOmXOea 70137 

lftL,TOir KXTMKS cttt cxktxk 
» m On w . tef h«tei<W |ifcsaS|aW 
~rmnr|i nium— mr- 

PKKSamOBt3SOfiOOl£ASWOLO. 


... ..... 
bfcnojoops. nwprftenwuaio^ 
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ISNSB BtUUHB lUtMODUmiO oossBunr 
-riasiroriThiTfrrBij — “^strrriiii-iTrrrT^-rt- 
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BoaoDuanpoo anamot w a i nwvTTsa 
uiBb nusnsssn 

TbnBSa CBOCPW— u g u w ^w i y— i n»c^wy.- ~n ■■ij m fbwfci 
unyaoBttaa.oKnaaSqpi.Mi— ■fcfc ril.WMWieiieani 
■n.r.i it Tm fiiiiMiu i ii ■ 




ON THE INSTRUCTIONS 
OF THE RECEIVER 
Stevenage 
For sale 
Freehold Shop 
Plus upper parts 

For further information please contact 
Lawrence Pinkrey or Chris Main at 
SMITH MELZACK 
17/18 Old Bond Street, 

London, W1X 3DA 

Telephone 071 493 163 Fax 071 493 5480. 


FOR SALE 

WHOLESALE DISTRIBUTION AND 
IMPORT COMPANY 


Well established profitable Sooth London based 
Company with rapidly increasing turnover circa £1.6m. 
Interesting and satisfying industry with excellent 
potential for expansion. 

Potential H—** write to Bex H7480, FlameW Th a w , 

One S w Awnt Bridge, London SE1 WL 


FOR SALE : COACHBUILDER 

East Midlands based with new 20,000 square foot foeffity. 
Own product range and good reparation for bespoke work. 
CAD facQilies. Motivated management and staff. 

Write Box H7502, Financial Hmea. 

One Southwark Bridge. London SEI 9HL 


EXECUTIVE RECRUITMENT COMPANY FOR SALE 
A long established THAMES VALLEY based Recruitment 
Company - majoring in ACCOUNTANCY AND COMPUTING ■ 
and trading profitably, is for sale. Long Lease on prestige detached 
Office building (with car park). Over 4000 past applicants CVs in 
the film. T/O for 89/90 was for period to assist transfer. 

Serioos enquiries please write to Box H7491, Fimncisi Times, 

Ore Sombwtefc Bridge, LONDON. SEI 9BL 


DIMRCO 

Sell Companies 
Nationwide 


SEILERS aod BUYERS 


"S 


DWEHCOLm 

WowntarWHia 

T«k 0906 22303 


PLC WISHES TO 
DISPOSE OF NON-CORE 
PRODUCT LINE 
BnWtiireH co ruins of Filtration 
Equipment for wo in Water, Serosa 
and Coal Industries. 

• EslbBibed Bread Name 

• Demonstration Ma ch i ne Stock snd 
Work hi : 

• Dreroa 


* Potential 


Write uBdiHMK, 
FUuncU Ttoes. 
Ore Saadmrtt BiM* 
|^«SU 9HL 


fain 

For Direct sak 
Hotel jSoto^raixic 

46 Bedrooms, superb 
location adjacent to 
famous golf courses, la 
landscaped grounds wi 
further development 
potential. 

Contact: 

London Tab 071 730932!, 
Fax 071 730 2471 
Tfr 892851 


CHESHAM. 

BECAUSE YOU ONLY SELL 
YOUR BUSINESS ONCE. 

And you want the right buyer. With 
confidential briefs from hundreds of 

ro re tea aa rtatare aw roanlntaai 1 1 iPfl 


acquisitive public company chairmen 
who are looking to buy 

- -» Pi 


successful. 



to arrange a confidential 



CHESHAM 
AMALGAMATIONS 
The first name In m e rger b raking. 


Cbeshsm House, 2 Bentinck Street, London W1M(U£ 

TeIei*one: 071-935 2748 


For Sale 
LEISURE GROUP 

comprising 

Snooker Clubs, Night Club and Discotheque 
based in Southern England 

All units recently refurbished. 

Profits E500K pre-tax 


Principals only apply in writing to: 

Reyker Securities Ltd 

(A Member of The Securities Associ ati on) 
30 St James's Street 
London 
SW1A 1HB 


Humberts Leisure 


GoWCkHtytexwfth opportunity for further dewetopmont 

Middleton Hall Golf Club, 
King’s Lynn, Norfolk 

■ Grade niiatBd Georgian coun&y house sot ln865 aerosol maturapreWand. 
• Planning permtoskxi lor change o«umi to hotel, conference eontio. 
Bccommodatton extension. heaBti dub and staff tadttVoM. 

• Two axceHent 9 hole oouraes. Double tnu on King's Courao. 

Par 3 Quean’s Coursa. • Clubhouse, practice ground and lodge. 

For Sale by Private Treaty 

Reh 01/05M351/TSMI 


Humberts Chartered Surveyors 2*> G ro- ;,■■■■ r.r ; - 

Tel: 071-629 6700 



CITROEN DEALERS IN READING BERKSHIRE 
(ESTABLISHED 1972) 

THE JOINT ADMINISTRATIV E RECE IVERS OF 
ORMSBY CARS LIMIT ED 
JACK HILL (READING) LIMITED 

oflfer for ole 

TTua tmrinen and wrere of ihc above oompe nio - 
Wnorial turnover of new can 360/400 Unite £ 3.3P<V00Q- 

Town Centre •bownwnw, fnOy equipped i» l uU^ tad Mem* repnreto^y 
opereicd body «bop in both freehold «nd fcrortaM prewhre. 

Contact AJP. Locke FCA or DJRJr. Septc FCA at 
Bcgbica 

Ourtered Aceotnuanto 
6 Raymond BuScUius 
LoodoaWCIRSW 
Tet 07l-»5 1219 Ftoe 071 405 0350 
or at the Prendsca on: 

0734 507008 or 0734 502217 


PLANT BIOTECHNOLOGY CO 

Young Co having developed innovative products 
with high profitability, now seeks funding for 
working capital from joint venture partner to 
exploit substantial potential in identified niche 
markets. Healthy order book. Sale also 
considered. 

Write to:- Job tel Ltd, 

Business Introducing Intermediaries , 

10 Chimes Meadow, Southwell, Notts. 0636 815265. 


FOR SALE 

PHARMACEUTICAL COMPANY 

We> ecttfofthed end prontetota Phamaceulfcal Wholeeale United Company 
qw KfcidhB to tee toPtfr end dMiteuMon of tteneto arte Warned mnaciirobolh 
to foe UK end overtea* maiket* h being offered (or id* by a Gram vrfvoce 
teiotjrero do not tremeftafoertependen owing to ofoar n on competing to l iie ri t. 

CerejtoeVtotora d edp d h cfo QltonlyfootidiMtete: 

Write Box H7497, RnOndcS Ttmea, 

One SouthwvBk Bridge. London SEI 9M. 


SPECIALIST RECRUITMENT BUSINESS 


^characteristics:- 

Raorttitmenk markets Indude Advertitfng/Deslgn and aH aspects of tiw 
C omm unlcallons Industry. Executive - Creative - Design - and 
Secretarial search, permanent and contract staff. Laadhig name wMi 
14 yeare tnac&ig In WI. Ideal leasehold pr emises. Excellent 
experienced management team. 

Wrfte to Box H7477, Rnandal Tunas, 

One Southwark Bridge, London SEI BHL 


HOW TO VALUE AND 
NEGOTIATE THE SALE 
OF A BUSINESS 

by Christopher Staines BSc ACA 

to aa s odai lo n wfth Cavofn£ah Corporate Finance Lkl 
Hu* deedy pnaoued rnanad provides eo easy to foltow and eutfidly 
maamed appitaefa to wist aa owner in sdEog Us bosmea m. &s Mfotiumm 
Vitee. This pubBcoian will ebo provide inyshraNc xcsdms Ibrstivixag, 
bmmftte broken, md puidaseis. Key sresi covered: 

■ Vshntiaa • Ttetipg • M sxii t ri t i n y Price * B mmww tywru 
-Idemilyiiig Bayers ■ Negcciuioaf • Deal Stnwturing * Tsx Aspcos 

■ at ms aa m h res res as am gg rere mi m — ^ 

TttBdg Pn Nkc t kroLigifod POBoxlAOLmkn W1A LAO ™ m 

“ 1b»»I lfopyfaiofHowteVcfoecadNegoiireodreSdo m 

M«n 7 <n_j. BL_~un«i. . “ . .. ■ 

« 
1 
I 

* 

■e retX 


— rT^lninTIribr 

H nrere rtisrjyi VBAMCCESS AC Ncc . 


* Note. 

Address , 


.HsfuyDtte. 


° tda * 071-323-2145 





* 























■ 

18 

* . _ . Stto. - 

FINANCIAL TIMES TUESDAY OCTOBER 23 1990 


BUSINESSES FOR SALE 


Dyke Brothers Leisure Limited 

(In Receivership) 


& °i 

' VCte-i 

<o' S. 


Lake District 

The Joint Administrative Receivers are inviting' 
offers for the business and assets, either in whole or in 
part, of the above company. 

• 132 acre holiday village in Silloth on Solway, N. W. 
Cumbria 

A 25 bedroom hotel in Silloth 

• “The Balmoral* 7 pub in Silloth 

• “Flooks” pub and health club in Grange over Sands 
For further d etail 3 please contact the Joint Adminis - 
tr ative Receivers Peter Flesher or Allan G riffiths at: 


k&. 


Grant Thornton, 
St John’s Centre, 
110 Albion Street, 
Leeds LS2 8LA. 
Tel:. 0532 455514 
Fas: 0532 465055 


David Oprey, 

The Solway Village, 
Silloth on Solway, 
Cumbria GA5 4QQ. 
Tel: 06973 31236 
Fax: 06973 32553 


Grant Thornton 




AoibarM >7 Ai b^aattorChnundi 

■y— am 


TOTAL 

PERSONAL 

COMPUTER 

SERVICE 

Consumables business 
with 8,000 databased 
customers plus local 
systems supply & 
training service. 
Turnover £500,000 - 
10 + yr history -based 
Southern England. 

Principals only apply to 
fax (0483} 301232 


National Financial 
Publication 

10 year old bi-weekly 
newspaper offers a history 
of profitability and 
tremendous opportunity for 
growth. Ideal for individual 
or corporate publisher. 

Contact: Hr Quftfco 
tmKZa ass B821 
tne stiauscssa 


% f£ 

% 

& 
si — Q* 

7 ON 

" s Oi 

V 1 
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Winmar Plastics Ltd. 

(In Receivership) i-^. 
Zj J Manchester L _ 


The above company’s main 
activities are the blending, 
processing .and distribution of 
plastics. 

• Distribution agreements with 
prestigious international 
chemical suppliers' 

• Freehold warehouse and office 
property totalling 13,000 sq ft 
available 

• Annual turnover in the region 
of £4 million 

• Extensive customer base 
For further details please 

contact the Joint Administrative 
Receivers: - 

Allan Griffiths or - 
Malcolm ShiersonGrant Thornton, 
Heron House, Albert Square, 
Manchester, M2 5 HD. 

Tel: 061 834 5414 
Fax: 061 832 6042 

Grant Thornton S 

Tto UX mill 8nn of Own TWnMO lur m tto— L 
Authorised fcQrtb, Twttim tfQ orw riA mmiuiiH m 
lfmti — 1 ~~ J "tin Ml nil j m III I Minimi lm«h» 
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Housebuilding 
~ m Company 

o! Northwest 

^ r^/ Specialising in 2 - 4 bedroomed 

^ l : houses. 

\ • Established in 1961 

• • Turnover for 14 months to 31st 
\ S March 1990, £7 million. 

i • Skilled workforce of 60 

— P • Finished properties, work in 
^4 _j progress and stock of 

3o Lc* development land. 

y® f For further details please 

•J v. contact Peter Flesher, 

1 Grant Thornton, Eldon Lodge, 

4- Sp Eldon Place, Bradford BD1 3AP. 

< Tel: 0274 734341 
<TVo Fax:0274 390177 

-Jpi Grant Thornton : 

UX. I — nk f im «f drain Iterate* Int«niMimL 
AMlwriMd hy (to tnotitala aTCbartavd Accountant! te 
B—la«a rad Write to raoyi.n tnra o uwnhriw ii. 


LEGAL NOTICES 


- ir 

o 




No. 000780 0(1990 
M THE HH3H COURT OF JUSTICE 


IN THE MATTER OF RUSH LIFE 
ASSURANCE pic 
-and • 

M THE MATTER OF IRISH UFE 
ASSURANCE (NEWCO) UMTS) 
-antf- 

M THE MATTER OF THE 


NOTICE IS HEREBY OMEN tfiat a PeWon 
was on IWi October UM pra e ant e d to Hof 
M ejrat y'a Mflh Coon ol Juattaa by ftp atom- 
nmA W* Uta Mauranca pta tar 

M aoncOon imhr Section 40 of the abc w 
imnBtetad Act (tha tcO to a Schama (-Ota 
Scheme*] providing far Ota transfar of (inter 
Mai tea vrttoia of tea tong- tan a teMnoao 
canted on by SAC In tea United Kingdom to 
tea abowa-namad Iriati Ufa Assurance 
(NMO) Umrtad fNewecT] and for an orxtar 
making ancfUary pwwt ak m bi ea imacdan vrite 
tea aald tranoter unbar Section SO of tea Act 
Copt ao ot tea iteH on. tea Schama ana ol tea 
ropon on tea term of tea Schama by an 

Mapendaia actuary aa raquked by Sacilon 
40 dt B» N± wM ba opan la MgncSon at *» 

oHtoaa ol SAC vritoaa addraaaaa ara sat out 

In flw SchadWa harm during normal tenu- 
naaa tio u ra on any day (othar than a 
Saturday, Sunday or public ftoflday) lor a 
parted 0121 day* from tea pubfleadan a< Mb 
(Mm 

Tha Paddon la Aocted to ba haatd batera 
tea HanoumMa Mr Juattaa Morrtt at dm 
Royal courts of JustJca, Strand. London 
WC2A 2LL oo Monday tea iBte Novoodiar 
loan. Any paraon (tedudfatg sny araptay— nl 
LAC or Naarei4 »ho etelma teal ha would ba 
advoraMy aOacted by tea carryteg M of tea 
Schama may appaor at tea Hara ot tea haar- 
Ing in paraoo or by C ommai. 

Aim pa «a o n who NitinBa so to a ppaor and 
any poNeyhoMar d LAC who d l oo snte hem 


Should glva not laaa teas two claar days' 
nodes In writing of such intandon or dH a an t 
•rite no roaaona Ihorator to Vw Sonchon 
namad batow. 

Cup laa m tea do aan arOs ap a tdd ad abowa win 
ha turnWwd by aueti Sodcbora to any paraon 
raqdhteg team prior to tea maMng ol an 
Ordar sncitoaing he Sdwma on poyment of 
ilia proaorteod duuga Ibarator. 


LMdaten A Pateaa Iran avb) of Barrington 
House, SMS’ Graattom Sfroot, London EC2V 
7JA. Sofeter* ter tLAC. 


NOTICE OF OBSOUmON 
AND 

NOTICE TO CREDfTORS 


TO WHOM IT MAY CONCERN. 

NOTICE B HEREBY Give* teal Cotaco UJC, 
Inc. a CanraedcU corporation, by vfctua <d 
raaolutfona adopted by tea d tractors and 
aharahoidam ot tea oorpo rad on. agrsad to 
dteooiva, and Him o canMeate to test abaci 
was toad In Ota ofBca of tea Satintary ol 
State of Connscdcut on October 5, 1S0C 
AN creditors shall peasant ftatr ctatote to 
Colaco UJC, tnc.. Attannon: tea P naManL at 
tea tallowing add r a aa: c to Ranger induabtes. 
Inc. Raorganizattan Traat. Sutta M01. BIB 
TMrd Avenuo. New York, Now Yorh 10022. 
All orodbara Shan present ctatras prior to 
February 11, 5981. Aa proridad by Section 
!UnM ef tea Connaedcui Qaanl Ste- 
utea. claims not presented m heroin provide 


Anthony A CaiaaoftoBa 
Saorataty 


BUSINESSES 

FOR 

SALE 


Tuesdays, 
Saturdays 
and now 
FRIDAYS 

For further 
information please 
contact 

Gavin Bishop on 
071-873 4780 
or 

Sara Mason, on 

071-873 3308 


SAGGA FURNITURE MANUFACTURERS 
LIMITED 

MASTER KITCHENS 
SERVICES LIMITED 

The Joint Administrative Receivers offer for 

sale the business and assets of a kitchen 

manufacturer and retailer/distributor. 

* 90.000 sq ft leasehold premises in 
Sandwich, Kent 

* Skilled work-force with experience in 
woodworking and p ainting 

» Blue chip customer base 

* Turnover £2.4m seven months to 
July 1990. order book of £0.6m 

« Well-equipped factory and offices on 
5 acre site 

* 4 well fitted showrooms vrtth 1 990 ranges, 
and displays within prestige stores 

For further details contact Peter Beirne 


WWSli 




CARLINE 
PANELS LIMITED 

The Joint Administrative Receivers, Hedley Brunt 
and Geoff Rhodes, offer for safe the business and 
assets of the above company which manufactures 
welded sheet metal assemblies for the construction 
vehicle industry. 

* Modem leasehold premises of 8,000 square feet 
near Bridgnorth - easy access to the M54 

* Turnover 1989- approx £1 million ' 

* Manufacturaig plant, stock and work inpnogness 

* Skilled workforce of 40 employees 

* Blue chip customer base 

* Prototype development section 


For further information, pteamcontade&hor 
Hedey Burnt or Ian Gould of 
Ktetsons tmpey, 

Barth House, 8 Chany Street, 

Birmingham B2 SAD 
Tel: 021 631 2631 
Fax: 021 238 2866 

Au te ortaa d woarry on fcw niia qilugtau a bythg 
(rnttunor Ctnrtarad Acoounfaota to EngM ml Mtotaa 


KIDSO.XS 

I.UPEV 


Cfcartmd Accoantanta 


BY DIRECTION OF 
THE JOINT ADMINISTRATIVE RECEIVERS 
JAMB TAYLOR ft T. J. KOPEK 

ELECTRICA L CON TRACTING 
PUBLIC LIMITED COMPANY 
The B n i iflBa A Amb»r of Am Ahnwa Ctwrypr^y ]||ip 

* I je wc fa nM l i ght In t l na i M. A Sbop/Waehooaa Pronisei in 
East London. 

* Electrical ConlractingStoda. 

* Offieg Pn rn iffipi ft ft 

* Annual Turnover in excess of 1.7 Minion. 

4 Qmttthaise Square, MB 

Loodao EC1M 6EN BMSW 

TEL : 071 253 3266 W 

FAX: 071 2S168S6 


FOR SALE 

Due to rationalisation in our product range we are offering for 
sale a product which is outside our current activity. 

The product Is ideally suited for a Sheet Metal Company who 
are wanting to establish a product line for long-term growth 
and stability. 

The product wifi be sold with all press tools, work In progress, 
plus order book. There is further potential for export into 
world markets. 

• Please apply In the first instance to: 

Mr 0 Taaffe 081 502 1011 


A fafly regtaa md opcnrioo «4 «Mamny for nk witk m^jor dietd e ngin e , ndoric 
mpmfindUto amsag MialKRI aad acatthneri Engtaod. Cbapuy ii coMpkto mk veil 
itapem l aari koown n a me . Hwtog erenreauwonn M fabag of pteucB and tbdr 
« «riii g anu. 

Brnncsi wnrid mil a afaing eonpny riM>B to mud in CsmM bO Mta M bue and 
cma- the indaarial and buw Add* ot m todhridoal/i looldng to bum* into tec marine 
land mdtstraj) tmrini m *rhh a rapeoed bandrim and an acknowledged name to tha 
industry. 

Write Box R7SM, Fbuodal Tlmca, 

One S cu te wjuh Bridge, London SE1 MU. 


PUBLIC 
COMPANIES 
FOR SALE 

First Earopean Zndennnty 
Cozporatkm PLC 
ECU Investments Holdings PLC 

(Or yoor choice of nam e &. objects) 

A uB i uiiiwi Qptal SljOOtljOOO 

Trading Certificate for Euncdiate 
Bo tiowiiig A Trading 


■ el ■ l.k iJN at kf | 


Tel: 0022 382115 Fax: 0222 3821 18 


OFFICE EQUIPMENT 
BUSINESS FOR SALE 

Supplyfog faxes, cellphones, 
phone systems and some 
copiers. TAD £250k+. 
Well advertised. 

Writ* box H7489, Financial 
Timm, OtM Southwark Bridge, 
London 3E1 9HL. 


GENERAL ST EEL 
STOCKHOLDER 

Long Estb. business. Annual 
Sales 2^500 10 3,000 tonnes/ 
approx. £1.0m. Operating 
from 2 warehouses approx 
17.000 sq/ft in N.W. n^km. 

Write Box H7495. Financial 
Times. One Southwark Bridge, 
London SE1 9HL 


FOOD IMPORTERS 

Old estabfished. London. 
Several ql£ T/O. Would 
consider sale of majority shares 
to exp er i en ced working 
Director, or company in the 
same Hoc of business. 

Write to Bn H7505, Financial Times, 
One Sosihwaik Bridge. 


FOR SALE 
PRECISION 
ENGINEERING 
COMPANY 

West of London. T/O 
£700k. Blue chip 
customer base. Price 
£130K. 

Write Box H7507, Financial 
Times. 

One Southwark Bridge. 
LONDON. SB1 9HL 


- m H ) StT-TT^ =!T7T7 


RENTAL B SALE CROUP 
WsS MUHahed group ol oamptoitea 
naming A iflaritouttog a J aa ro nt c teat A 
roMsiKMMnt h tetni mgntotkHi and 
par aon M oenpuMn In thn UK A 
O awnany. 

• Conttnad tuiTWWsr £85 mOfan 


aW r . lM .jtei' W a 


FOUR VIDEO 
SHOPS 

Prime locations in North 
London and Herts. 

Write Bax H7508, F imnaa l 
Times, One Souiliwaric Bridge; 
London SE1 9HL 


COMPUTER 

RECRUITMENT 

CONSULTANCY 

Eatabltslwd pormanont agency. 
Central London baaa. Operating 
vortical markets. Outright aala 
required. 

Write Box H7482. Ftoltnctel Times. One 
Southwark Bridge. LONDON. 6E1 SHL 


SWISSOMATIC LIMITED 
The business and assets of the above precision 
engineering company, a supplier to Ford 
Motor Co, are offered for sale as a going 
concern. 

Details Cram the Ad ministr ative Receiver, 

S L H Knight of Cooper Pud, 

18 Forest Road, Looghton, Essex, 1G10 1DX 
Phone 081 508 8214 Fax 081 502 0344 


THE MOWBRAY 
GROUP 

Conlldontfal disposal and 
acquimition asaitatanca. 

• Civil Enflinea ring Vo dm+ 

• Coach & Haulage t/o 100k 
up to 5ra 

• Motor Doolera priced 350k 
up to 4m 

• Plastics Vo 100k up to 3£m 

For these and other 
opportunities 
Cheltenham (0848) 222*14 
Facsimile (0342) 222038 


ENGINEERING 

COMPANY 

Bst neax^y 100 yn (Berks). Preci- 
sion fa b ncat io iw ana naemning to 
BS5750 Pt 2. Govt approvals and 
bfax chip sales £80Oc. Diroctom 
seflrog eompany/aasets. 

Prinrip a h unly write Box H7479, 
Hstadal Tines. One Sonthwadc Bridge, 
LONDON. S£1 9HL 


FOR SALE PARCELS 


mi ci i^i 


North of Engtond Tam over c. 
£I.75m, PBT £200k Multi-depot 
operation. Soil existing carrier 
w whi ng to cowsge. Princi- 
pals only. 

Write no Boa ETN98. FmancU Dm, 
One Seodiwfe Bridge 
Loodao SE1 9HL 


FOR SALE 
PRECISION 
ENGINEERS 

Nort h Wales Turnover c. £0Jhn, 
PBT £140k Principals only 
Write Box H7499. HoukU Ttaxe. 
One Sandnnric Bridge, 

London SKI 9HL. 


FOR SALE 

Private group with 
interests in quarrying, 
contract crushing, land 
fill and environmentally 
sensitive demolition. 
Interested parties - prinmpals only 
- please write to Box H7483, 
Financial Times, One Saodurark 


London SE1 9HL 


Write to: Bax KMMA FkroncM 
Ttaroa. Cm Saodonsk Bridjga. 


FOR SALE 

Profitable wholesale meat depots. 
Ideally 

situated The North of EagUnd 
Midlands 

Tbe South of England 
The South West of 

Fnghml 

Annual turnover £7 mgBoa. 
All together or iodividiiiiDy 
Write Box H7406, FfasncU Tines. 
One S u adiW Mit Bridge, 
LONDON. SKI 9HL 


FOR SALE - 

PLC HOLIDAY COMPANY 
Debts paid £28.000. Credit 
cash in company £4,000. good 
saleable name. Genuine 
accounts available. £10,000 
O.ILO. 

Write Bax H73I3, Faunas] Tina, One 
Soathmrk Bridge. London SEI 9ML 


FLOOR TLE UANUFACTUfmiG 
BUSINESS FOR SALE 
Modem automatsd plant 
manufactuing Lithica pre sti g e 
floor tfles. 22,000 sq. ft factory 
buikSng on 4j6 acre freehold 
sits in South Wales. 

Mamfuata 

Brush Dradglm pie; Asendsto Hbom 
taaUiRMtMRCnnB 
Tot; 0222 38806B 
Fmt 0222 37422* j 


• LONDON FLUMBING A 
HEATING CO 
T/o £450,000 ongoing 
contracts. Full order book 
scope for expansion. Offers 
on £150,000. Ref; 8362. 

Christopher A Fry 0932 332888, 
Fax: 0932 343389. 


FINANCIAL TIMES CONFERENCES 

BUSINESS 
WITH SPAIN 

Strategies for Developing 

Competitiveness 

Ma drid, 19 & 20 November 1990 

Speakers taking part indude:- 

D. Carlos Solchaga Catalan* 

Minister of Economy and Finance, Spain 

D. Arturo Romani Blescas 

BanestoSA 

Dr Francisco Jos6 Pereira Pinto Balsemao 

Former Prime Mlrester of Portugal (1981-83) 

Professor Dr Jurgen B Dongas 

University of Cologne 

D. Jos6 Borreii FonteUes 

Secretary of Stafo for Finance, Spain 

D. Jos6 Garcia Hermoao 

ComiskSn Nacional del Mercado de VSdores 

D. Jaime Echevarria Abona 

Viscofan SA 

Mr Timothy Davis 

Chase Manhattan Bank NA 

D. Jaime Carvaial Urquijo 

Ford Espana 

D. Fernando Panizo Arcos 

Secretary of State tor Industry and Energy, Spain 

D. Mariano Rubio Jimenez 

Banco de Espana 

D. Abel Matutes 

Commission for the European CommuniBw 


' Subject to final con&m a tion 


in associati on with 


Official Carrier: 



. Fonetorma t ionptoasofVWmVvsadvwtrsenwn. 
fogotfw with your business curd, to: ■ 

‘ CjNq p* Financial Times 
p Conference Organisation 

126 Jemyn Street London SW1Y4UJ 

AJfarnoftefe 

TWephone: 071-925 2323 

qqch-B ' "fekDC 27347 FTCONFQ Fax: 071-825 2125 


For Sale 
London Based 
LLOYDS BROKER 

Burlington 
Investments Ltd 
071 439 8411 


COMPANY WITH 
UNIQUE MEDICAL 
PRODUCTS 
For sale mtial enquiries 
to 

Box H7494, Financial Times, 
One Southwark Bridge, 
London SEI 9HL. - 



TOTAL PERSONAL 
COMPUTER SERVICE 

ConaumuWos buahrosa wtth 8,000 
dafhaa a d ouBtomora plus local 
syatams supply a trainfog sar- 
Vkro. Tumowar 8600.000 - 10+yr 
history -baaed Southern England. 


an (Ms) mima 


aa 



Mr* DAUERS. 18 m bola Paris, law 
1ASNE (Balgtani). 



FINANCIAL TIMES 

futon * wrttNCM wmmiu 


ELECTRONICS 
BUSINESS 
Merger/ Acqnisitioti 

Successful manufacturing b uanc M 
m eluding programming xcrvKca 


for ATE reeks merger or asquiBi- 
uon opponuntica to support 
c onti nuing growth. Sales 
approaching £lm par annum. 

Plea* reply u Box H723I, 
Iraxadsl Tnnex. 

One Somhwxrt Wrtd y, 

London S6l 9HL- 


Developing 
the High 
Performance 
Manager 

The 5-day MBA! 

H r-.’A si!?c rc s i?% i,i I; 1 1 :>t: i?(l 
semi mfHijKjeirif!!! p;ii i n h r 

3-3 March 1 9S1 
9-14 June 1931 

Carry's Huti‘1 
Bruckcr, iuii.-.l. New r ore-,l. 
Hiiruiisinre. L ( n 


The 5-day MBA 3 b designed only for the best and 
brightest It's demanding and mind-stretching. - 
It's dedicated above all to improving performance. 
*BrflKautf • "One of the beat courses I have attended* - 'A super effort, 
money weO spent" • *WeH structured, quality people, pro fe as i onsPy 
executed' • "Would recommend it to my senior managers' 

Call, £sx or write to Maria Fralofl far more information: 

HawJsmere Lid, 12-18 Orosvenor Gardens, London SW1W 0DH, UK. 
Telephooe 071-824 82S7. Fax 071-730 4293 

□ Please send me full information on the 5-day MBA 

□ Please contact me about in-house training 

□ Please keep me informed of future seminars 


Surname _ 
job tide — 
Company . 
Address — 

Telephone 


- — Mr/Ms — „ Initials 


T|ype of business . 


Post axle 


£AA£SJl±£±A k 


& ^ 

! !A\VK>\!KR.K 


Everyday the worid's media pour out v*rtal facts, 

S 9l i!T T 1 ** 0 ™™"*- Haw can you possibly read 
it all to find what you need? 7 

FT PROFILE is an online service which enables you 

iriSmrtio^qi^kty'and 'rosity? >Ubl ' Ca *' 0nS *° 

on 0932 761444 or complete and return this coupon. 



Tolophooo _ 

My Orgomscfjon’s Business is 


rAr n«d»s> □ so-ioo 0,00. 

(already j — i . — . IUU+ S m hIh xt w t-Thomre 

wwonfioe I | \hs | [f^ W*»ei«TWlA7W) _ 


W**««TW1A7W) 

■W093278UU 
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k» vo™ W£? w trio \^ n admirable failure 


Although EBfoitt Cutor Uyes 
to New York and-wouH hi any . 
btunatiaud poll probably be 
«w4aimed as the world’s great- 
est living eonmoter, bis native 
ettjr does him fitfle bottom-. No 
local performance of bis latest 
big work, the VfoHn Concerto, 


in San Francisco in May, it 
win soon June been beard all 
over Europe (in London : fn- 
Febraary), but not In New 
York. And the New York Fhfl- 
natmonlc plays Wm very set 
dour. 

But fhe. chamber pieces do 
get done, and the latest of 
them. Cm Leggerezza Pensosa, 
reached New York soon after 
its Ratt an premlfere. It’s a flve- 
TOh mt e trio, for narhV^ i •yfo- . 
bn, and ceHo.. The subtitle is 
"Onunaggfo a TtaV) Cal vino,” 
and the .piece was commis- 
sioned by the Institute for- 
Musical Studies , at Lation, 
Italy, for performance at the 

presentation of a prize, hum- 
ouring Calvino. for the best 
nuisicologlcal paper of the 

year. . . 

Calvino was a writa playful 
and penetrating, elegant and 
erudite, and Carter’s “With 
Though tftil UghCuss” reflects 
him. It is a captivating compo- 
sition of grace, chum and 
i nte grity. The score is set out 
in 4/4, but clarinet, violin »n«i 
cello play in a &4;5 metrical 
ratio that keeps things moving 
in a fluid, animated way. Each 


Instrument, as era: in Cater* 

. Jws its distinct personality, its 
distinctive interval prefer- 
ences. From time to time 
. chords hnUd up ami pseudo *’ 
canons start to emerge, but 
individuality tain* aver, and 
the discourse is rivetting. 

This is a successor to other 

Vadenul" rlianli ff place* — ' 

Biconoscenza for solo vtaUn, 
d e dica ted to Petzassi, esprit 
TudejesprU doux for flute and 
clarinet, dedicated to Bonier, 
and Enchanted Preludes ft or 
Ante and cello, dedicated' to 
Ann Smrfyn — Huri; hum out- 
ttved the “occasion” to become 
standard contemporary reper- 
tory. And Can Leggereoa Pen- ■ 
sasa will surely be joining 
them, for like them. It recalls 
the remark of a Renaissance 
humanist admixing a power- 
ful, perfectly fashioned bronze 
statuette; “Small to the eye 
but a gi»u* to Sw mind.” - 

The excellent New York 
players were Ida Kavaflan 
(violin), David SMfrin (clari- 
net), and Fred Sherry (cello). 
Sherry, an avant-garde cellist, 
is the new artistic director of 
the -Chamber Music Society of 
Lincoln Centre, and he has 
revivified what was becoming 
a moribund group (the Sigh- 
treading Society of Lincoln 
Centre was its sobriquet). 
There were young people tat 
Ids AHee Tolly HaTt ntritaiBL 

Andrew Porter 


Cheltenham Festival 


The stars of the Cheltenham 
Festival of Literature were 
saved for the last few days. 
Thursday morning began with 2 
A.SJ3yatt, her Booker award 
barely in the sharing the 
platform with Marina Warner, 
a Bookur In W Hm^ 

to discuss fhe finer meanings 
of “romance*. Their discussion, 
went as for into the matter as 
fairy stories, an early enthusi- 
asm of both of them. 

That evening came the Poet 
Laureate. Ted Hughes, who 
was bHLedto talk about Shaken 
speare; but he aim .traced the 
nHgfrna of tbe legend of Venus 
and Adonis, Shakespeare as we 
know it, Ovid toofTnft based an 
the typical ’’mis-match” of 
Adonis, who would rafherbnnl 
than woo the wHUng goddess. 
It sounded Uke tl» first half of 
a longer essay.:The poems of 
another Poet Laureate, Cecil 
Day-Lewis, were redd next day 
by Jill Balcon, with special 

^Afoo^on^hurfiday came 
Liteif ere nc e, some fragmen t s of 
modem Czech writing (trans- 

SSSSSRU lb now 
Czechoslovakia; andDJUSib.- 
right’a account .oTh3S"pxepara- 
tlon of the Oxford -Books of 
Thfc and That — “nraft spring, 
Friffljdfihlp- Frid ay b egan with 
a talk odvarpoetiyV Ameri- 
can Paul Fussell, which I found 
unexpectedly lnterestingfor its 
non-British angle, though he 
dealt wisely with British poets. 
He inrioded the Vietnam war 
as well: as the Warid Wars, 

On. Friday afternoon, 'eat, 
George. - MacDonald' Fraser 
talked about Ftoahman. He 
claimed that Flashman’ar 
adventures depended on his 
having chanced on a suitable 
event capable, of into, 

Flashmaffd ' calenaftr. After. 
hinL we had Ittdo DBVtea, Mog- 
rapher of jha foHndt. genius, 
William Gerhardle. One cone 


hardte imd somehow one never \ 
does. ififlB Davies rekindled my 
resolve. Paul 'Foot, Friday 
evening. Is a particular -CheL 
tenham £avourtte; thoagh he 

never folia to berate his andk 


- not a potential Old buffer 
hot a potential revol u tionary. 
He did not hear his uncle, 
Mifthad Foot ” wn * Twr Chel- 
tenham star - next day on 
Hazttttis Liber Amoris, linked 
with Stendhal and Heine, and 
with some words on Byron 
that, might not have met with 
his nephew’s agreement. He 
was put in mind of the Liber 
Amoris by Melvyn Bragg on 
fhe erotic in 2ns novel A Time 
to Dance a talk that unfortu- 
nately I didn't hear. 

Earlier an Saturday came an 
interesting talk by Margaret 
Drabble on fhe English char- 
acteristics in fhe English 
novel, even when written by 
writers named Naipanl, Mb or 
IsUguro. though not Rushdie. 
And later, there was Seamus 
Heaney. Heaney is everyone's 
favourite, and an encouraging 
number of young people heard 
Mm read his poems. There was 
much enthusiasm. I «m think- 
of no other living poet who can 
raise as much — though I can 
think of some that should. Hea- 
ney was followed . by Malcolm 
Bradbury and Peter Ansorge 
on the 1 problems of producing 
nhannpT A'a Thp Gmny Tram, a 
dohsdoTLsly /European -story 
sponsored by Europeans. One 
trouble is that Europe changes 
so much from day to day. 

Sunday, the final day of the 
Festival, included a good talk 
by David Hare, whose play 
ftocugr Demon won this year’s 
Olivier Award. He pointed out 
flte public nature of the drama 
as opposed to the novel, so that 
a dramatist must not be afraid 
of looking silly if that is what 

bis public decides. He was fid- 
lowed by John Mortimer, who 
read from various of his writ- 
ings and pleased everyone 
except some ladies who com- 
plained that thfey never heard 

row punchlines. 

I have not tried to tan about 
fhe. 09 items hi this 


k explained how a. 
reading of Don Juan 


-sramed'to me to look Interest- 
ing. Several of the players 
drogjped in a tribute to Alan 
Hancox, -tbe distinguished 
bookseller who has organised 
the function almost continu- 
ally since I960 but will retire 
-tide year. Or so he says. 


B-A-Yoimg 


OPERA ANP^BALLET..; .. 

loodoft 

BwyalQpan^Ocwmt Garden: 
verdTs-AttOo receives a flreb-rate 

new production at Covritt Gar* 
den. Edward Downes conducts . 

Sdng; and Ruggero Raimondi, 
joseihlna BaxstoW, Dttiuis 
(TNelll and Giorgio Zancan ar o 
sing with 0«ydloiinencK_ . 
etrxm^ rwxmniended Fmai 
performance of the dismal new 


IN THE HEART OF 
MANHATTAN 

The Lombardy Hold 

Off fork Awhws 
HI East 56th Sheet 
. New \brk, N.Y. BQ22 


prodncttmcrfS&afritttlfltRst - 

instalment in tee GOtx Friedrich 
“timo-tunner* production of Wag- 
Bar’s Ring. Bernard Haitink's ' 
conducting te the saving grace. 
Sngfisft Mtttoiua Opera, CoH- 
setunu Revival of the award-win- 
ning 1968 production by David 
Poontney of BusoniVOr 23osts4 
amdncted by Antony Beaumont 


flute in Nicholas Hytnaris fraafa 

and ttft VT iH ’ lW vi r 

one of the coftsnt, boldly Expxro- 
staristuew prodxtttkm of Wav 
rede* staged by Fountney, with 
Dotoild. Maximli in tbs title role. 
Dance. The Royal Ballet season 
(gens at Covent Garden with 
The Prince of the Pagodas. 


Acromnbdadons 
.SagletDoobleL .. 

One and Ttao Bedroom Sato 
Shon «■ tong Tfenn Reuak 
AHHotd-Serviccs 

Tbe bHawt-'d-ter Botwsat 

Ptaa: Call or Write far 
lnfaomtkn or Rnenwkmc 
Fbonar 2J2-7SSASM 
fte 212-754-5683 
TfaB Free: 1-S00-222-C54 


^^pjmbarJ 


QatcJeL Ballet Frankfort in 
?filliam Forsythe choreography 
lumZing with theatrical ilhxslana 
toTOom WU^ns music presents 
lAnbi Theorem (40BK3840X 





NEW YORK 


Muztekthester. The National 
BaHstvrftb Under Mu Feet (Van 
pantrig/Scbatk Pyrrhic Dancer 
B (Van Schayk) and a new ballet 
. by Jan Tinitm*. The Netheriands 

C^era in Mozart’s £kf/S2/irwis 
azts dem StraH, directed by Hd- 
mnt Pollxa. Netheriands Cham- 
ber Orchestra is coudneted by 
Hartnmt Hamchen. {2S5 455). 

The H«gu« 

AT&T Danstbcatsr. Netherlands 
paws Theater in La Cathedrals 
mglnutie (Kyttan/Debossy) and 
the world premises of new bal- 
lets byfhUip Taylor and Jean- 
Chrirtthbe Mafllot (360 4930). 


William Packer reviews William 
Coldstream at the Tate Gallery 







. 7 here is no doubt that WB- 

m ham Coldstream, who died 

# In 1987 shortly before his 

-M- 79th birthday, had earned 

the distinction he now enjoys of a full 
retrospective exhibition at the Tats 
(until January 6: sponsored by British 
Steel). It ctnnes ngfthw too soon noa* 
too late. As Lord Melbourne said of 
George Crahbe: “I am always glad 
when one of those follows dies, for 
then 1 know 1 have fhe whole of him 
cm my shelf”, or tbe walls as the case 
may be. 

Coldstream was wnr-b mnr T fTTpri ynd 

is now much memorialised, for he was 
the best of company. He was a great 
figure in the British Art World, Fro* 
lessor at the Slade School from 1949 
until 1975, Trustee of the Tate, mem- 
ber of Advisory Committee this and 
Council that. The reform of the 
English. Alt firfwifa set in *wriw by 
the + Coldstream Reports + of 1960 
and 1970 were perhaps more far-reach- 
ing than even he have Imag- 
ined, or wished. 

In his time there can have been no 

One more gprawany inflnatyHal fhan 

be, and it in a very British way, that 
public i m p o r t ance is also taken to be 
a quality of the private artist, this 
present show is no less interesting fig 
that. The only question is: does it 
leave ns any the wiser? And the 
answer is probably no. How could a 
man so committed in principle to the 
personal integrity and private respon- 
sibilities of the artist, have had so 
powerful a voice in deciding the 
fixture direction of the public educa- 
tion of the artist? How was it that 
someone so assertive and positive in 
his inflnminB could have bran so mod- 
est, introspective, tentative and 
uncertain in himself as an artist? 
Coldstream himself would have bran 
first to savour w) remark the ambi- 
g uities, uncertainties and cantradio- 

Hnrw he Tw»« laft hang in g in the air. 

The answer be might have admit- 


ted, if only to hlmsel& is bleak enough 
in its resignation: that none of it 
really matters very much when set 
against the impossible real- 

ity the artist inevitably addresses In 
Ins work. He once remarked to me 
that art education nowadays went on 
too long, that his three years at tbe 
Slade In the 1920s bad bemi more than 
enough fix' w™, that “the longer you 
remain a student the longer yon go 
cm producing student wo rk." It would 
always be better to face up to the 
reality of what had been tak en on. 

He certainly found it difficult 
gnmrg h hfane rff, as tela exhibition all 
too painfully bears out He was never 
a naturally fluent painter with an 
instinctive feel for paint and colour, 
and what felicitous passag es there are 
seem always to have been achieved in 
spite of h*™” 1 * Every conscious 
mark was fought for ami hard won, 
and it is a sad comment on the visual 
Of the 'Rnglliih art public, 
that state evident struggle and sheer 
bard work should so generally have 
been taken as the mark ofagreat gift. 
What was marked, if anything; was a 
kind of despair. 

The chimera be set himself to (tease 
was that of the accurate pictorial 
deplctim of whatever he set up before 
him - model, sttil life, landscape. 
Everything was to be marked and reg- 
istered, easel, chair and model’s 
throne each in its fixed position and 
relation to the other, everything 
checked and measured, and checked 
again. But Ufe goes on, things move 
and breathe and change, hour by 
hour, day by day. Nothing can be 
fixed, and even the most perfect 
model will never resume the pose in 
quite the relation to the artist’s 
eye. The flower blooms and the leaves 
(hpp. Printings take time, and with 
every fresh registration of knee or 
breast or nose, the realisation is borne 
in on us, as on the artist hunamif, that 
there can be no end to it 


ail 



rnrOT-if 1 




* wr&ju 



*Reclin tug Figure* 1980-81 by William Coldstream. Oil on canvas 


The first and only previous major 
show of Coldstream's work was the 
retrospective sent around the country 
by the Arts Council in 1962. hi the 
critical climate of that time, charged 
with the enthusiasm for abstract 
expressionism on the Knnw nnrf 
Pop-art on the other, his stance 
see m e d radical brave, his mdnt- 
ings the image of integrity and 
steady, conscientious pictorial 
achievement I remember ft well, but 
what 1 and so many others then took, 
by that contrast, for accuracy o£ per- 
ception and visual record, now far the 
most part seems thin and hesitant 
Even those most apparently resolved 
and statuesque of his works, the Slade 
nudes of the 1950s, set in the simple 
theatri cal s pace of the Ufe room, give 
themselves away in detail everywhere 


left unconfirmed, indicated, altered 
and finally given up. Always the 
method, the obsessional measuring 
and checking, gets in the way, bring- 
ing the matter back not to an image 
free at last of Its process, but one 
ghnhind to It for ever. 

But if Coldstream was in the end a 
failure, there is much to admire in 
that failure, including the desperate 
courage to stick at what he was too 
intelligent not to know was quite 
impossible an undertaking. Ever the 
prisoner of his method, there remains 
to that self-imposed regime the qual- 
ity of an honourable imprisonment, 
and from time to time throughout his 
career we see him sub-co nsdously 
allowing himself his own parole. We 
know he will always go back, for he 
bra given his word, but briefly we 


glimpse the true artist at large, forget- 
ting himself for the moment in the 
.immediate statement of the image, A 
couple or churches dark against the 
snow (1941 & 1947); a Bailey bridge in 
Italy (1944); Caroline Cuthbert (1983) 
in the earliest stages of the portrait 
process; two deceptively simple flower 
pieces (1931 & 1983) - such arc the 
works of the painter Coldstream 
might have allowed himself to be, but 
for himself; Diary entry for “Li. 46.* “My 
interest does not become engaged 
unless I make a conscious effort. 
Moreover in painting this means com- 
ing down to making laborious mea- 
surements. This is strained and 
‘unnatural’ - yet it is - or has 
become - ‘natural’ for me to try. 1 
have to make a business of anything 1 
da" 


Frans Briiggen 


QUEEN ELIZABETH HALL 

For the first concert of their South Bank 
season on Friday the Orchestra of the Age 
of Enlightenment was conducted by Frans 
Brflggen, and if any of their subsequent 
appearances comes dose to matehfng its 
excitement and panache it will be a 
remarkable achievement indeed. Brfiggen 
is an exceptional musician: an authenfidst 
of impeccable pedigree, and an interpreter 
with the vision and belief to use the peri- 
od-instrument aesthetic as a mere begin- 
ning rather than a recreative end. . 

With both bis own Orchestra of the 19th 
Century, *nit in guest appea rances with 
tire OAK, Brfiggen obtains playing of 
xmself-consdous virtuosity that takes the 
breath at every tom. Here, in Haydn’s 
Clock Symphony (No 101 in D) and Bee- 
thoven’s Seventh, the string articulation 
(a hefty band, founded upon four double 
basses) was invariably lucid, the wood-~ 
wind playing (with principal flute and 
oboe outstanding) always phrased with 
supple intelligence. The trust in Ids play- 


ers is imphcil, with no sense of regimenta- 
tion; players can be relied upon to be natu- 
rally expressive Oust, one feels, as they 
must have been in Classical times) while 
the conductor takes care of the symphonic 
architecture. 

The result is c o ns tan tly s ur prising; con- 
stantly iDmnfauding. Brflggen’s epic view 
of Beethoven 7 has already been heard in 
London with the Orchestra of the 18th 
Century; the theatrical sense of an unfiddr 
ing drama, the way of accommodating 
every detail so that ft contributes organi- 
cally to tbe overall structure, and the 
sheer physical presence of the sound - 
vivid brass, woodwind solos with an 
almost sculptural fullness — draw the lis- 
tener into the perform a n ce in a way that 
very few other conductors could contem- 
plate. A most unlikely comparison is with 
- and musi- 

cally they may be utterly different, yet tbe 
results they obtain from orchestras are 
stmilariy balanced on the knife edge of 


The Wake 

BUSH THEATRE 

“In wilting of the night," said James 
Joyce, "... It could not be done with 
words in their ordinary relations." So in 
Finnegans Wake, which explores the 
dreaming mind, he invented a language erf 
his own. It is based on English but dis- 
torted by misspellings and c ontinual pun- 
ning. When they first tackle it, most read- 
ers find it completely unintelligible, apart 
from odd phrases, and they give up after 
about 20 pages. But there remains a 
devoted hand of Joyceians who regard Fin- 
negans Wake as one of the greatest novels 
ever written. These Include Anthony Bur- 
gess, whose edition A Shorter Finnegans 
Wake (Faber, paperback), containing an 
outline of the plot, is strongly recom- 
mended to tbe first-time buyer. 

They also include the actor and director 
Paul O’Hanrahan, who has adapted 
selected sections of the novel for perfor- 
mance as The Wake. This dramatic ver- 
sion takes the form of a non-stop series of 


duologues, lasting 90-minutes, which he 
and Chris Biltnn perform with some large- 
scale children’s bricks as the moveable 
setting. The show has an ingenious light- 
ing plot, and accompanying piano music 
by John Dunne, ft was presented at this 
year’s Ed i nburgh Fringe where it was well 
received and now it has come for a abort 
season to the Bush Theatre. 

The main question it raises is - does 
the book become much more acc e ssible 
and ^ E ir ip mhflflffjjhi « when it is per form ed 
like this than when it is merely read? And 
the answer has, alas, to be, no. The same 
Inmrpprqhle djffj mWag re flipin; ho much an 
that about a quarter of the capacity audi- 
ence on Saturday night trooped out before 
the end. 

However, this does not by any means 
invalidate the experiment, which is fasci- 
nating to watch and conducted with 
remarkable versatility erf voice and body- 
language. Occasionally, as these fluent 


Seals Ballet Company. Dao 
Oriella Dorella and Laurent 
Hilaire In Giselle, with the origi- 
nal Senate sets, conducted by 
Michel Sasson (Tue, Wed), and 
with Carla Freed as Giselle and 
Zbttan Sdymosl as Albrecht 
(Thur). Teatro ana Seals 
(80.9L28). 

Bologna 

Teatzo Cannmale’8 autonm bal- 
let season is Rudolf Nureyev 
»md Friends, with works by cho- 
m »i ff « pa rg T^ omming FHndL - 
Maurice Bdjart, Jose Lfroon, the 

19th century master August 
Boumonvflle and Nureyev tdm- 


by Daniel Exralcrw with their 
first full-length work. Time Out: 
rather too long, but with splen- 
did n giiHTig rfihfft* by John Tom- 
Hnaon. Teatro Olimplco. (Frl. 

Sat and Sun) (393304). 


Coelho, HM a ean i H e inh e le. Ate- 
jandro Ramirez and Albert Ortu- 
»Mi- 


(64SS1I1). 

Florence 

Messina's ballet. Vincent Van 
Gogh, performed by the Magglo 
Company. Teatro della 
Compagnla. (2779236X 

THastt 

Franco GiraWi’s production of 

Mozart’s Don Ofouamd, with 
sets by Josef Svoboda, conducted 
by Wolfgang Rennert Teatro 

Verdi (631948). 


PaiseHo's Bartriefe dt Shhgba 
conducted by Alessandro Pii> 
zauil, with Luccetta Bim. 
Ernesto Falado sad Marcefio 
Lippi. Teatro Verdi (542484). 

Etaimo 

The ISO (Tm so optimistic) 
Donee Theater of New York led 


Opera. Lohengrin In G6tz Fried- 
rich’s production has a strong- 
cast led by RuthlM Enger, Eva 
Johansson. Andreas Schmidt, 
jan-Henrik Boataring Peter 
Seiflart. Arabella stars Lucia 
Popp In the title rtde. Madame 
Butterfly features Olivia Stapp, 
Marcia Bellamy «nd John San- 
der. FuJeHo in Jean-Plane Pan- 

nelle's production. Also Ka$a 
Kdbanaaa. 


Hamburg 

Opera. Cornwn convinces thanks 
toAhcfeNafeoutstanOngln- 
the title role. Die ZauberfUae 
returns with a new cast led by 
Amanda Halgrimsoa,Dawii . 
Upshaw, Robert Gambfll and 
Frans Ferdinand Nentwig. EZek- 
tra highlights the week with two 
Strauss specialists Eva Baodova 

as Klytemnestra and Gwyneth 
Jones in the title role. Two John 
Neumeier ballets and a Gustav 

Vfnblur prng wmma w nmd nff 

the week. 


Frankfurt 

Open. Guest appearance of the 
Tokyo Fraud KabuJd theatre 
with traditional dance and songs. 
Tbe controversial Arie Zinger . 
production of Auftdeg and Fall 
der StatU Mahagtmny. La Bob- 
Am? in VoDtor ScMoandnrfTs 
production features EUane 


Opera. The successful Graham 
Vick Rigoletto production has 
a first-rate cast led by DanoRaf- 
fenti. Ingvar WlsaU. MarieTTa 
Devia, Stephen Dupont. 

Cologne 

Opera. La Fima Qia rdine ra is 
well performed by Hilary Gri- 
flths, Teresa Ringhob, Janice 
HaU r John la Pierre and Jake 
Gardner. Orfeo ed Eurydice Is 
wonderful snug by Kathleen 
Kuhluuum and Jungao Lee in 
the leading roles. 

Munlefr 


Anthony Cards 


Fxgoletto with Jerry Hadley in 
Otto Schenk^ production. (362 
6000). 

New York City Opera. John Leh- 
meyer's production of Martha, 
conducted by Arthur Fhgen, fea- 
tures Sheryl Woods as Lady Har- 
riet Durham. Martin Thoznbson 
as Lionel and Dean Peterson as 
Plunkett. Schoenberg's Moses 
und Arm is conducted by Chris- 
topher Keene In Hans Neuge- 
bauar's production. The week 
a ten fca‘j>les La Fandulla del 
West in Frank Corsaro’s produc- 
tion conducted by Arthur Fugen 
and SCOtt HIBb ’ii production of 
Sondheim’s A ZJtde Night flfrafc 
New York State Theatre. Lincoln 
Center (870 S57Q). 


Lehnhoff Mug cycle ind nde s 
this week: Das RheinooUl with 
Mariana Llpovsek, Nadine ■ 
Secunde, Robert Hale. Die Walk- 
we with Saldne Hass, HHdegard 
Behrens, Manfred Sdnxnk, Marti 
Sabuinen, and Siegfried with 
Rene Kollo, Juba Kanftnann and 
HHdegard Behrens, aH conducted 
by Wolfgang SawaDiach. Also 
CHea’s Adriana Lecouoreur and 
the Ballet Cinderella. 

Now York 

MetropaBian Opera, James Lev- 
ine conducts the premiere of 
Piero Faggjjoni’s production of 
Dn Ballo m Maschera with Aprils 
Mfflo. Luciano P a v a rotti and • 
Juan Pons. Boris G oduno o, con- 
ducted by Yevgeny Svetianov, 
features Strfania Toczyska, Gary 
T-afcpg and John Shirley -Quirk 
in Angust Everdlng J s production. 
Guido Afoume-Marsan conducts 


BEonnsir Stance Group, Mark 
Morris brings his grottfap Amw> 
troupe to Washington with one 
local premiere among Us femil- 

iar repertory. Elsenhower, Ken- 
nedy Center (467 4600). 

Chicago 

Lyric Opera. Harold Prince's 
production of The Girt of the 
Golden West premlerra, con- 
ducted by Bruno Bartoletti, with 

Marilyn Zcbau as Minnie and 
Plarido Domingo as Dick John- 
son. Woifeang Breudel has the 

title role in Eugene Onegin, con- 
ducted by Bruno Bartaietti in 
Pier Luigi Samaritani'a produc- 
tion, with Anna Tomowa-Sintow 
as Tatiana and Gosta Winbergh 
as Lensky. Civic Opera House 


Tokyo 

Deutsche Sfamhmmr- Barf Bpn 
tin. Der EosenkavaUtr. Tokyo 
R imbl Vaflran (ftSR 1 BH) 


Les Troyens 


what is techrti rally and dramatically possi- 
ble, and irimflariy compelling. 

The Haydn symphony demonstrated 
that fhe same excitement can be drawn 
from a much more confined Classical score 
too. The plunge into the minor at the 
heart of the Andante produced the kind of 
frisson that IBtitcentiiry audiences must 
have d rawn from it, while the Trio’s rustic 
wind-band tune seemed like a real intru- 
sion from another musical world rather 
tfam just a tame anecdotal effect So Brfig- 
gen manages to have It both ways, ahle to 
r eturn his audience to the sound world of 
the 18th century and to restore that peri- 
od's expressive vocabulary, while retain- 
ing the intellectual ri^zts of interpretation 
of a thoroughly 20th-c entury mind. It is a 
very special achievement; he merits a 
place in the highest rank of contemporary 
conductors, regardless of performing 
creed. 

Andrew Clements 


players gyrate and gesticulate, "the smog 
lofts ..." «nd thingw become momen- 
tarily clear - as in the fables of tbe 
Mookse and the Gripes, and of the Qndt 
and the Gracehoper. 

In fhe one recording to survive of Joyce 
declaiming the work, the section, Anna 
Li via, where two old Dublin washerwomen 
are engaged in a dialogue by tbe banks of 
the Liffey, the style is much more deliber- 
ate, Biting and m usically phrased than ft 
is here. 

At the Bush it sometimes descends to 
rant end bluster. Ideally, one needs an 
Irish voice, like Joyce’s, speaking the 
words while one follows them closely on 
the page. It is only then that one can 
simultaneously decode those gags aimed 
at the eye with those that work through 
the ear. Both are indispensable to fhe 
meaning. 




This is the third European 
production of Berlioz's great 
Vlrgilian music-drama In six 
months: not bad for a work 
which for more than a century 
was considered too exacting to 
stage. And with greater famil- 
iarity comes a deeper apprecia- 
tion of its contours and over- 
whelming beauty. Zurich 
proves that Les Troyens is one 
of those rare operas whose 
unassailable greatness dwarfs 
whatever blemishes it suffers 
in performance - in this case 
some odd casting, a haphazard 
production and liberal cuts in 
the score. 

The staging was by Tony 
Palmer, whose career in opera 
is rapidly gathering momen- 
tum on the continent. But Les 
Troyens lacked the imagina- 
tion and concentrated impact 
he brought to the Zurich Peter 
Grimes last year. The visual 
framework (decor by Emanuel 
Peduzxi, costumes by Jacques 
Schmidt) was traditional - an 
open stage, a vast blue back- 
drop framed by a few stone col- 
umns, and an elaborate, often 
exotic parade of gowns and 
robes. But instead of using this 
as the basis for some sharply- 
focused dramatic ideas, Palmer 
filled the evening with func- 


superfluous technical effects. 
Tbe result was a grand oper- 
atic pageant, hopelessly stage- 
hound. 

The Trojan horse, wheeled 
on in a cloud of dry Ice, looked 
like a cheap classroom exhibit. 
There were hideous amplifica- 
tions. including the horn solo 
in the Royal Hunt and Storm, 
the choral cries of "Italie" and 
a series of crowd noises which 
sounded like a relay from the 
theatre canteen. The Hunt 
itself, described in the pro- 
gramme book as a “wild sexual 
ni g h t mare", was a Tmsfa - twwwh 
of couples chasing around the 
darkened stage, while laser 
lights flashed out into the audi- 


torium. The banal Act 4 ballet, 
ending with a snake dance, 
could have fitted any number 
of 19th century French operas. 
The Sailor’s Lament was pres- 
ented with as much sense of 
context as an audition aria. 
Only the Hector scene - with 
shafts of blue and green light 
piercing the swirling gloom - 
succeeded In providing a cre- 
ative response to the music. 

Palmer evidently decided 
that three and a half hours of 
Les Troyens was enough - 
nearly an hour shorter than 
the Berlioz Festival production 
at Lyon in 1987. There is really 
no justification today - espe- 
cially in a theatre used to regu- 
lar Wagner performances - for 
anything shorter than full 
measure. Half Weikert con- 
ducted a stirring, surging 
account of the score - precise, 
eloquently phrased, with all 
the opulence that was lacking 
on stage. The chorus sang with 
lusty confidence. 

The performance I heard was 
nearly cancelled due to the 
last-minute illness of the Dido, 
Ludmila Scbemtschuk. The 
theatre had to improvise, and 
as often happens in such do 
cumstances, the result was 






eder, an intense, pretty Cassan- 
dra given to vocal shrillness, 
agreed to mime Dido (which 
she did with immense poise 
and conviction), while Dunja 
Vqjzovic sang from the side of 
the stage. Miss Vejzovic’s 
French may be hazy, but her 
vocal suppleness and noble 
tone were ideal, Giorgio Lazn- 
berti’s Aeneas had a bright, 
cutting top, but otherwise 
groped his way through the 
part like a verismo tenor. An 
excellent Anna in Vesselina 
Kasarova, a Dido in the mak- 
ing; and a promising tenor in 
Reinaldo Marias’ lopas. 

Andrew Clark 


The Pixies 


ACADEMY, BRtXTON 

For that vast throng of white 
students who can’t abide the 
current metronomic predict- 
ability of both rap and disco 
music; who look back nostalgi- 
cally to the early "indie" scene 
when bands, seemingly 
straight off the squat, 
expressed youth alienation 
through dis-chord, feed hack 
and verbal abuse, help Is at 
hand from America. The Pix- 
ies, a Boston quartet, keep 
alive the pure tradition of 
punk. 

Of course, as they proved at 
the Academy on Saturday 
night, they have sophisticated 
the *nngj n through fhe sound 
barrier. Out is the brutally 
ugly; the spitting; the sexual 
posturing; the shock of the 
spew. Bather The Pistes have 
kept the short sharp bursts erf 
energy that characterised 
punk, but refined it into the 
mainstream <rf pop. Before Urn 
abrupt gndftig g to their songs 
the music seems to be straying 
into melody. There is also an 
untypical variety to fhe reper- 
toire, a blaster like "Tony’s 
Theme” being followed by the 
tuneful “Havalina". In tab old 
days it was one pitch, one 
speed, blast This is the new 
wave curled into style. 

And it suits the older audi- 


ence. Were these well fed and 
well bred young twenty year 
olds the future foe the alien- 
ated camp followers of seven- 
ties punk? There were plenty 
of head bashers at the front 
but from many in tbe packed 
audience you got the impres- 
sion, from their cool but keen 
detachment, that they were 
there because it was smart to 
be where The Pixies were. For 
once the Academy, with its 
ornate Palace of the People 
interior, looked a suitably styl- 
ish setting. 

The Pixies do not give much. 
Bassist Kim Deal shouts some 
incoherent encouragement to 
the shakers cr ammin g tbe 
stage but the bulk of the front 
man. Black Francis, was 
largely immobile and the gui- 
tarist made little attempt to 
hide the fact that he is a com- 
petent musician. Indeed The 
Pixies were agreeably enter- 
taining, a cross between Velvet 
Underground and Echo and the 
Bunnymen, whose disappear- 
ance has left a void which has 
not really been fille d. The Pix- 
ies were a haven of controlled 
passion, of designer power, at 
least compared to toe mayhem 
erupting in toe Briston streets 
outside. 
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To be in Emu, gg 

becomes 

or not to be S 


TODAYS COMMONS debate 
on the UK's entry Into the 
exchange rate mechanism win, 
undoubtedly, show wide sup- 
port for a decision that came 
too late. But ERM entry is yes- 
terday’s issue. It is folly con- 
sistent with past British form, 
therefore, that the debate will 
also reveal strong opposition to 
any move, let alone a rapid 
one, towards economic and 
monetary union. 

A bet that the UK wQL none 
the less, join Emu is a safe one. 
Quite apart from the usual fret- 
ting over being left at the 
starting gate, there are practi- 
cal reasons for going in deeper, 
now that the first step has 
been taken. 

ERM membership does not 
merely mean following the 
Bundesbank’s monetary policy, 
but means doing so at a real 
interest rate cost dictated by 
the persistent exchange rate 
risk. One reason British politi- 
cians, including Mrs Margaret 
Thatcher, have learned to love 
(or at least to tolerate) the 
ERM is that it seems to offer 
disinfla tion with lower interest 
rates. But durably lower inter- 
est rates require a more credi- 
bly fixed exchange rate. 

The first step in that direc- 
tion will be early movement to 
narrow bands within the ERM. 
The second step will be accep- 
tance of a single currency. 
That will be forced upon the 
British government by the 
wails of businessmen about the 
costs of foreign exchange risk 
and high interest rates. Fur- 
thermore, the British win even- 
tually decide that a 12 th share 
in the Eurofed would be better 
than none in the Bundesbank. 

‘Good thing* 

The decision in favour of the 
Delors approach to Emu is 
likely to be taken for such rea- 
sons as these, not an the bams 
of any meticulously argued 
economic case.. For any one 
member country, even one as 
recalcitrant as the UK, that is 
inevitable. Bnt it would be 
good to know that Emu really 
is a “good thing” for tire EC. 

In its publication “One Mar- 
ket, One Money" and the ear- 
lier Cecchini report on the sin- 
gle market, the Commission 
shows how- imaginatively it 
can apply economics when it 
finds it usefuL One can only 
wish that the same principles 
were applied, with equal vig- 
our, to other areas of Commu- 
nity policy, such as anti-dump- 
ing and the common 


agricultural white elephan t. 

However self-serving its 
analysis, the Co mmi ssion 
makes a powerful case for 
Emu. But it remains a specula- 
tive one. This is not surprising: 
According to OECD calcula- 
tions, real incomes are higher 
in the US than in any other 
country, which suggests that 
Emu is, indeed, economically 
valuable. But, within Europe, 
one cannot ignore the wealth 
enjoyed within some small cur- 
rency areas, most notably by 
Switzerland. 

The Commission notes that 
“the principal risk informing a 
monetary union is that 
involved in losing the possibil- 
ity to change the nominal 
exchange rate". This means 
that most of the adjustment 
will fall on labour markets, 
which will, unlike those within 

the US, not be well in te gra ted. 

Central issue 

What does the Commissian 
have to offer on fids central 
Issue? In its paper, “Economic 
and Monetary Union”, it 
remarks that “the Community 
should also seek to give con- 
crete substance to the Social 
Charter while enhancing the 
capacity of national labour 
markets to adjust to competi- 
tive pressures in an efficient 
way.” But how is this to be 
done when the first part of its 
goal conflicts in so many ways 
with tbe second? 

Such difficulties are likely to 
be ignored. Unless the Bundes- 
bank succeeds in ataimlng It 
Emu on the Defers model will 
be accepted because it is less 
problematic for several pivotal 
member countries than a knur 
continuation of the ERM with- 
out exchange controls and 
realignments. For the same 
reason, the British alternative 
to fine Commission's ap pim^h 
to Emu is likely to be rejected 
as, in essence, the present 
ERM with knobs on. 

For the UK the choice will 
probably be between being 
inside Emu or outside it If so, 
it will choose the farmer. It 
may argue about the speed of 
transition and the need for 
prior economic convergence. It 
may complain about ftp impli- 
cation s for sovereignty. But it 
is likely to find, likn France 
before it, that its present state 
as ERM member is too uncom- 
fortably betwixt and between. 
The UK will accept Emu, 
because the alternative - 
being in the ERM, but outside 
Emu - will be worse. 


A worthwhile 
training aid 


VOUCHERS for training are In 
vogue. Mr Michael Howard, 
secretary of state for employ- 
ment, rightly praised the 
Training and Enterprise Coun- 
cils (TECs) for their plans to 
use vouchers as a means of 
extending the provision of 
vocational training to a wider 
segment of the workforce. 
Many individual TECs appear 
willing to provide a combina- 
tion of long-term vision and 
short-term action in seeking to 
reverse Britain's woefully inad- 
equate training record. 

By contrast, the government 
appears long on rhetoric and 
short on substance. Mr Howard 
could not back up his support 
with a commitment to main- 
taining funding for the TECs in 
real terms over the next year. 
The need to expand structural 
investment in training is, 
instead, likely to be reduced in 
response to a purely cyclical 
increase in public spending. 
This Is folly. 

The government has too 
often viewed training as a 
mPtms of reducing unemploy- 
ment rather than erf upgrading 
the skills and mobility of die 
workforce at largo. The first 
pilot voucher scheme, to pro- 
vide about 10 per cent of school 
leavers with credits of £L500 to 
finance vocational tr ainin g, 
begins next ApriL The scope of 
this pilot scheme is too Iftmted. 
Furthermore, before file pilot 
nfthwitf bad even begun, the 
g ove r n ment announced tha t 
future funding for youth train- 
ing would be cut back, because 
the projected number erf school 
leavers had de clin ed. 

‘Dead-end* jobs 

But training should not end 
at 18 . A government study ear- 
lier this year found that one 
third of adult employees bad 
received no training since leav- 
ing school. Recent studies con- 
ducted by Full Employment 
UK, an employment consul- 
tancy, suggest that many of 
the low-paid and y oung, 
long-term unemployed perceive 
the opportunities available to 

them as “dead-end jobs - 
poorfy paid, with little prospect 
of training car promotion. 

In fact, many training 
courses, in office sl^s and 
basic trades, are available at 
surprisingly little cost. But 


low-paid workers are often 
unaware of the opport un ities. 
To address fills problem, Dor- 
set TEC has decided to offer 
low-paid workers vouchers 
worth £50, which can be used 
to buy employment counselling 
and perhaps some basic profi- 
ciency teste. 

little Incentive 

None the less, training plans 
are of little use if the training 
Is too costly for low-paid work- 
ers. Employers have little 
incentive to provide financial 
support for training if all their 
competitors are not required to 
provide it too; moreover, the 
problem for many low-paid 
employees is that their ambi- 
tions stretch further than 
those their employers hold for 

Here training vouchers come 
into their own. The South 
Cheshire TEC is considering a 
scheme to give low-paid work- 
ers vouchers that would cover 
two-thirds of the cost of the 
training course of their choice. 
The remainder of the cost 
would be financed by an inter- 
est-free loan from the TEC. The 
justification for sharing file 
cost of training with the 
trainee is twofold. First, it 
would make the very limited 
fonds of the TECs go a little bit 
further. More Important, the 
trainees would have a stake in 
wwiriTiff their training a suc- 
cess. 

Such schemes would not pro- 
vide the solution to Britain's 
training needs on their own. 
To be effec t i ve on a n a tion a l 
scale, they would require an 
infrastructure of counsellors, 
trainers and courses that does 
not yet exist in sufficient scale 
and quality, hi addition, many 
employees cannot realistically 
hope to undertake extensive 
framing courses in their spare 
time. The widespread introduc- 
tion of training vouchers 
would, therefore , stren gthen 
the case for a sta tu to ry train- 
ing entitlement 

Training vou chers are no 
paMHM. But creative t hinkin g 
by the TECs deserves to be 
matched by a substantial 
ftnawriai commitment from 
government — i£ that is, tbe 
government wishes to do more 
than tinker with the unemploy- 
ment figures. 


T he Gulf crisis has entered a 
phase of genuine phoney 
war. 

The US has long dgnaHed 
October IS as file rough date when 
file build-up of forces confronting Iraq 
in the Golf would reach “critical 
mass". Although the multi-national 
land forces continue to be reinforced 
In Saudi Arabia and the field com- 
manders may still need a few more 
weeks to feel fully confident, from 
now on the military option against 
President Saddam Hussein of Iraq 
becomes serious. 

For the first time since the August 
2 invasion of Kuwait, Iraq is faced by 
two credible prongs erf international 
action - a United Nations enforced 
land, sea and air embargo combined 
with tile ultimate threat of militar y 
action. The real danger of war lies in 
the mismatch between the limited 
timft available to taky advantage of 
the window of opportunity for mili- 
taiy action and the longer period nec- 
essary before sanctions take effect. 

During the very early days of the 
invasion of Kuwait, Mr Saddam had 
to contend with the possibility of a 
US-led surgical strike. But since then 
Iraqi troops have been reinforced and 
hprrnnp well dug-in, graUmg ' Mr Sad- 
dam to behave in the most arrogant, 
lmmm pm mlring maimer sure in thfl 

knowledge that no attack was likely 
before the end erf October. 

With the two options out in tbe 
the broad i nterna tinrigi alliance 
against Iraq, led by the US, will be 
obliged to define more clearly how it 
intends to achieve Its objectives. The 
fourfold objective, as spelled out by 
President George Bush on August 8, 
is — “ the immarfiate, unconditional 
KTiri comple te withdrawal of all Iraqi 
forces from Kuwait”; the restoration 
of Kuwait's legitimate government; 
preservation of security of the Gulf; 
and protection Of foreign watirmalg 
“Mr Bush’s four objectives repre- 
sent a fine political calculation of 
what Congress and the US public will 
wear, right now,” says a senior offi- 
cial in Bush administration. To 
expand on those aims would open up 
awkward questions such as the length 
of the conflict and casualties which 
the administration has no wish to 
face at this stage, especially before 
congressional elections in November. 

However, tbe means of achieving 
these aims are blurred. The emphasis 
continues to be an a resolution by 
peaceful means. This was stressed by 
Mr Bush before the UN General 
Assembly on October 2. “Let me 
emphasise that all of us here at the 
United Nations hope military force 
will never he used. We seek a peaceful 

nufawww — a dipUwnatin i mtomw “ 

Indeed having opted to use tbe Gulf 
rHsia as a litmus test of fta enhanced 
authority of the UN, both the US and 
its ante* are obliged to cajole and 
persuade Iraq with a mix of sanctions 
and diplomacy for an as yet undefined 
but reasonable period. Nevertheless, 
the rape of Kuwait and its incorpora- 
tion into a newly redrawn map erf Iraq 
proceed apace. The cost to those 
st at e s worst affected by mf i ny rin g tbe 
embargo like Egypt and Turkey 
increases, and the overall bill includ- 
ing militar y costs IS r unning close to 
$Sbn a month. 

An Iraqi withdrawal — voluntary or 
forced - could well p rove a poisoned 
rhaiien for the international commu- 
nity. A Saddam Hnwrin Taft with hia 
enormous military marking backed 
by ballistic missiles, a chemical war- 
fare capacity and imrTgar amhitimm 

would con t inue to present a signifi- 
cant dan g ar to re gional stability. 

General Brent Scowcroft, Mr Bush’s 
n a ti o n a l security adviser, has warned 
on several occasions against assum- 
ing the US can use the current crisis 
as a pretext for knocking out Iraq’s 
chemical, biological warfare and 
nuclear complexes. Further, Mr 
James Baker. US Secretary erf State, 
made clear in congressional testi- 
mony last week that file US must 
prepare for the possibility of life with 
Mr Saddam's machine intact Never- 


For the first time since its invasion of 
Kuwait, Iraq faces two credible prongs of 
international action. Robert Graham reports 

Beginning of the 
real phoney war 


would find it difficult to survive such 
a siege. 

As for tbe level of internal dfeienf 
the hermetic dictatorial regime 15 
Baghdad offers fear dues. The ofan. 
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Bush faces a wary Congress; Saddam may overestimate ids opponents' reluctance to fight 


theless, hawks both in Washington 
and among the Gulf rulers believe an 
unstated objective must be the elimi- 
nation of Iraq’s capacity to destabilise 
tbe Middle East. 

Mediation or negotiation with Bagh- 
dad has so far proved at best a frus- 
trating exercise in dlsInfnnwaHnn 
King Hussein of Jordan, with much at 
stake maintaining a precarious equi- 
librium in his neighbouring kin gdom, 
jumped in quickly to negotiate bnt got 
nowhere. Yassir Arafat, p Hai mmn of 
tbe Palestine Liberation Organisation, 
has tried and failed to offer his good 
services. Mr Javier Perez de Cuellar, 

An Iraqi withdrawal 
could well prove a 
poisoned chalice for the 
international community 

the . UN . secretary-general, was 
rebuffed at the end of August. 

Only Mr Yevgeny Primakov, the 
special Soviet envoy of President Mik- 
hail Gorbachev, seems to feel a deal 
could be str uck with Mr Saddam. He 
came away from ftiiw in Baghdad on 
October 5, sensing Mr Saddam could 
be persuaded to withdraw providing a 
face-saving formula could be pro- 
duced - part of which would be a 
commitment to discuss tbe Arab-ls- 
raeH conflict. 

Such overt linkage is vehemently 
resisted by Washington and its allies 
who have sent fences to the Gulf. But 
separation of the Gulf crisis and the 
Arab-Israell issue has become more 


difficnlt in the wake of the interna- 
tional outrage over *ha inning of ai 
Arabs in Jerusalem by Israeli security 
forces an October 8. President Fran- 
cois Mitterrand of France also put on 
record at the UN a proposal that, if 
and when Iraq withdraws from 
Kuwait, the Palestinian question 
should be addressed. Those who have 
visited Ba ghdad recently say *Hia is 
the sole proposal from the countries 
with forces ranged against Iraq to 
have stirred Mr Saddam's interest. 

A gainst this background three sce- 
narios emerge: 

• Sanctions and the military 
build-up a gainst Iraq are maintained 
indefinitely, eventually forcing Mr 
Saddam to withdraw or provoking his 
overthrow which would in turn per- 
mit an Iraqi withdrawal from Kuwait. 

• Mr Saddam withdraws on hia own 
initiative before sanctions are seen to 
have ‘worked* in order to avoid a mili- 
tary conflict Withdrawal might be 
complete or merely to the lines of 
Iraq’s newly extended province of 
Basra, Saddamiyat al-Mltl a (w hich • 
permits proper access to the waters erf" 
tbe Gulf and leaves the Kuwaiti ride 
of tbe Romeilah oilfields in Iraqi 
hands). 

• Military means would be used to 
recover Kuwait, the optimum time 
being between mid-November and 
early February. Almost certainly this 
would entail the destruction of Iraq's 
military machine »wd by tha jama 
tnkan the Saddam regime. 

Following tfr« sanctions path haa 
the attraction for the international 
anti-Saddam alliance of avoiding a 
bloody and costly war with unpredict- 


able consequences. This is why it 
remains the p rincipal plank of , UN-di- 
rected policy. Yet of necessity sanc- 
tions require time. A senior Egyptian 
militar y intpnipnw> nffirw told file 
Financial Times: “The embargo needs 
time... time must be given for sanc- 
tions to .take effect. ..It is not yet a. 
question of using military force.” The 

mtelligpTira nffirar monttene d Febru- 
ary as file month in which it might be 
possible to assess whether sanctions 
were working, for at that stage Iraq 
should be approaching “zero point” in 
its capacity to withstand the interna- 
tional embargo. A reeent study by the 

Any oYert linkage with . 
the Pales tinian issue Is 
vehemently resisted by 
Washington and its allies 

r ^^hed^a 

hardship unpaged 3^“§5Tteinbargo, 
but m two crucial aspects - food and 
fael - Iraq and (Iraqi occupied) 
Kuwait can survive for a number of 
months, perhaps un til t he end of 
Mart* 1991," says the EIU report. 

‘ Given file departure of more than 
lm foreign workers and nationals 
from Iraq and Kuwait, plus Iraqi 
stockpiles of essentials ^ tha wind- 
fell stocks looted from Kuwait, this 
estimate of a six month breathing . 
space may be conservative. But in the 
longer term, Iraq, unable to sell oil, . 
its sole -source of hard currency. 


Directors out 
of focus 

■ Hie Businessman Survey, 
by Research Services (RSL), 
may have to change its title 
before long. 

The 1990 survey admits that 
women now account for 10 per 
cent of all those of middle or 
frighCT manag ement • 
an increase erf a quarter since 
the last survey period two 
years ago. 

Moreov e r, Dawn Mi tche l l , 
chairman of RSL, says that 
women have got a foot in the 
board room door to the extent 
that 6 per cent of women in 
business are now board direc- 
tors. 

The survey has also found 
that ninety-four per cent of 
the women board members 
are married. Which indicates, 
says Mitchell, “that power in 
the boardroom does not pre- 
clude women from a successful 

married life as well”. 

But I have difficulty in get- 
ting into any sort of focus the 
sort of male board director that 
the new survey identifies. 

He is “between 35 and 64” 
years of age, which is hardly 
surprising. Neither too young 
nor too old”, as the sang goes. 

To maintain his awareness 

of current aifeirs he will, also 
un su r pr isingly, “Catch up with 
the news by watching televi- 
sion, and is also more likely 
than not to read a national 
daily paper”. 

As for leisure. Our man is 
reported to take his holidays 

“Both in the UK and overseas”, 
when he can tear himself away 
from his desk. 

RSL scans to be saying that 
hoard directors are more or 
less the same as the rest of 
us. 


Self-help 

n There is a last twist to this 
year’s public spending round, 
which suggests that while the 
Treasury has been clamping 
down on budgets with one 
hand, it may yet be holding 
out for more spending with - 


Observer 


tbe other. 

The deal between John Mac- 
Gregor. the education secre- 
tary, and Norman Lamont, 
the chief secretary, means that 
all tbe major departments have 
substantially agreed their bud- 
gets. The small department 
of Customs and Excise, how- 
ever, is still refusing to settle. 

Richard Ryder, the minister 
in charge of C & E, can be 
expected to be particularly 
awake to all tbe traditional 

gnmiritfi In the final nagntia- 


He is himself paymaster-gen- 
eral and a Treasury minister. 


Hiscocks’ ride 

■ It is a sign of advancing 
years when even racecourse 
managers begin to look young. 

At just 27 Tom Hiscocks 
claims to be the youngest in 
the p rofe ssi o n. He is cutting 
his teeth this week on his first 
meeting at Nottingham Race- 
course where he has just been 
mmfa manag er. 

Such are the changes in 
horse racing in Britain as the 
industry strives to be more 
that 

Hiscocks has em erged as one 
<rf the first erf a new breed of 
professional managers-in-tisdn- 
ing fer a national com pany . 

Barber this year he joined 
Racecourse Holdings Trust, 
the company that owns the 
courses at Cheltenham, Win- 
canton, Newark, Aintree, Hay- 

dock, Warwick, Market Raison, 

and Nottingham. 

After assisting Edward Gil- 
lespie, who runs Chelt e nham 
with such panache, JEQscocks 
has been given his own course. 

His brief Is to secure a good 
commercial return cm the 
£L25m investment about to 
be made there an a new devel- 
opment, including private 
viewing boxes, a new weirfling 
room, and an office complex. 

Hiscocks has already packed 
ten years racing experience 
into Iris short career. & 



“I was expecting Sylvester 
Stallone”. 

started as a stable lad for tbe 
trainer Nick Gaselee at Lam- - 
bourn, and went on to other 
trainers in Britain, Australia, 
Ireland, and fiie United States. 
He got five rides “under rules”. 
To gam m rnmnr rial at pari. 

ence he went to work for the 

fifty of f ^mrfen marketing 
agency Ififi Murray for two 
years and, while than, won 
a bonus by bringing in a prize 
new account, the British Blood- 
Stock Agency. 

He wants to sell Nottingham 
racing harder by holding more 
end-af- week and evening meet- 
ings in place of unfashionable 
Mondays and Tuesdays. 


Sweet pork 

■ The sweet smell of success 
is wafting through the 
National Agricultural Centre's 
pig unit, where a medal feed 
has reduced the stinging effect 
of ammonia in the air by more 
than 40 per cent 
The feed is said to be, "a 
unique combination of Yucca 
plant exiract, microencapsu- 
lated bacteria, and enzymes, 
which work together to reduce 


noxious gases in animal 
houses.” 

Pigs are, of course, omnivo- 
rous, and they didnot turn 
up their noses at the new prod 
act, which is called De-Odor- 
ase. 

The trials are being con- 
ducted by ChQxnreDawes 
Nutriti on, a D erbyshire based 
animal nutrition company 
which has sale marketing 
rights. 


Press day 

■ President Felix Houphouet- 
Boigny of Ivory Coast bas said 
that his country will reestab- 
lish diplomatic relations with 
South Africa if he wins the 
presi d e nti al election due to 
be held next week. 

That would make it only 
the second sub-Saharan state, 
after Malawi, to have an 
embassy in Pretoria. 

Nobody doubts that Boigny, 
aged 87, who has led his coun- 
try for the three decades since 
independence, will win. 

In preparation, therefore, 
a group of Ivorian journalists 
has been hi South Africa at 
the invitation erf the govern- 
ment there to see the farmer 
pariah state at first hand. 

By all accounts the visit has 
been a wild success. The Ivo- 
rian delegation has bear given 
the fall red carpet treatment, 
hwfaiBng flluniflim wlrlwM . 
Mercedes, a si gh tse ei ng tour 
of ft» Gape , and dancing in 
the night clubs of Soweto. 

At least one of the group, . 
a journalist from the Ivory . 

Coast government-controlled 
dally, Fratermte Matin, has 
been won over. “Johannes- 
burg’s fantastic” he enthused. 

And what of apartheid, and 

the simmering civil war 

between s u pporters of the ANC 
and IhkaEha? Tve seen no 
apartheid or violence. All 
that’s just propaganda”. 


Down and out 

■ A sign'd the times in the 
window of a framer dress shop 
in Birmingham, “We undersold 


Baghdad offers tear dues. Tha p fen. 
sers both in Washington and in th* 
field in Saudi Arabia are operating on. 
the basis that they .are darning with a 
cohesive Ba'ath leadership held 
together hy a ruthless man. 

The enormous array of military' 
forces now directed against W 

undoubtedly adds muscle to the sanc- 
tions. Yet, tiie timetable for the use# 
these forces does not always ride k 
tandem with that of sanctions. Tbe 
date at which the Gulf build-up 
reached battle readiness appears to 
have slipped as the difficulties oT coin- 
maud co-ordination and reinforce- 
ment were underestimated. But tbe 
latest militar y intelligence briefing* 
- with no apparent attempt at disk- 
formation - insist the time for mlfe 
taty action is best between late 
November and February. 

This is primarily based upoc tha 
need to exploit the cooler winter 
weather conditions In an exception-- 
afly hostile climate. On such logic, tf 
March is allowed to pass, the military 
would have to wait until the foQowing 
winter - unless action was limited to 
air strikes. Such a wait have the 
advantage of farther tightening the 
screws on Iraq. But the delay also 
raises issues such as the domestic 
pressures cm a US president keeping 
large numbers of troops overseas 
unused, to say nothing of the cost 
King Hussein suggested last week 
that he had been told by Mr Saddam 
prior to the invasion that the Iraqi 
leader intended to take over the 
whole erf Kuwait only as a bargaining 
counter. EHs real aim was perhaps 
limited to obtaining the islands of 
BuMyan and Warba plus the Rumel- 
lah dlflekii that straddle the Iraq-Ku- 
wait frontier. Since August 28 these 
have formed part of the extended 
province of Basra, Saddamiyat al- 
Iffltia, not Kuwait proper which has 
become Iraq's 19th province. 

Faced with the UN embargo ani'^ 
multi-national force prepared to fight, 
Mr Saddam may decide partial of 
complete withdrawal offers more divi- 
dends, particularly if he retains his 
military machine intact and can 
obtain some commitment from the 
international community to deal with 
the Arab-IsraeU’ conflict Such a move 
risks fragmenting the anti-Saddam 
. alliance and of necessity would force 
each country involved to reassess the 
. purpose of -its military commitment 
The Arab co n t ing e n t confronting Iraq 
has never stated its purpose is other 
than defensive. 

On this analysis, the military 
option requires more thinking 
through- Few doubt the Iraqi army 
could be beaten; but the daunting 
human cost and the consequences o(a 
.US-led battle force . destroying tbe 
Iraqi war-machine have to be justified 
to many different audiences. 

Precisely for this reason, the US 
Senate foreign relations committee 
recently told Mr Baker very plainly 
that the administration does not have 
a Wank cheque for mil ita r y ac tion. 
The US Congress and American pub- 
lic opinion is in a wary mood. Military 
action also has to take account of the 
sensitivities of the US's Arab and non- 
Arab allies. (The multi-national force 
is a guest an Saudi soil). Not can the 
unprecedented consensus, so carefully 
constructed in the alliance against 
Iraq at the UN round economic sanc- 
tions, be easily bulldozed into war. 

In this phoney war, Mr Saddam 
may overestimate the reluctance of 
his opponents to fight and hang onto 
Kuwait too long. Past performance 
indicates he will bluff it out until the 
last Avoiding war will not only test 
the inter national community’s nerve 
.and patience. It entails Mr Saddam 
possess ing a fine sense of his own 
survival and being able to gauge bis 
opponents’ strategy to the point just 
before they deride force is necessary. 
Additional r epor tin g by Tony Walter 
and Lionel Barber 
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B eware of visiting small 
countries: you can easily 
get an exaggerated sense 
of your own i m port an ce. 

I went last week to the 
Basque Country: a country of 
3m people, the majority of 
wham vote regularity for differ- 
ent varieties of Basque nation- 
alism, and will do so again, if 
opinion polls are anything to 
go by, when they reelect their 
autonomous Basque parlia- 
ment next Sunday; a country, 
moreover, which was only 
invented about 100 years ago, 
when Sabino Arana, *he 
founder of Basque wwHnnaTfrnn , 
coined the nam? “Euskadi" to 
give a common identity to the 
regions, until then separate, 
where the Basque language 
was spoken. 

1 was invited by the Funda- 
tiUm Sabino A rana, a think- 
t ank closely associated with 
the Basque Nationalist Party 
(PNV), which is the dominant 
party in the Basque govern- 
ment and confidently ay npc fe 
to increase its vote, ♦banire to 
the decline of a wp fl nfpt* party 
led by the former priTw* minis- 
ter, Mr Carlos Garalkoetxea (a 
kind of Basque David Owen). 
Mr Joseba Aguirre, son Of the 
president of the shortlived 
Basque Republic of T<Wfi and. 
now director of the rhambor of 
commerce in Bilbao, kindly 
invited me to lecture there on 
“European security in the 

1990s”. 

1 knew I would be treated 
very hospitably, but I had not 
been prepared for quite the 
VIP treatment I got, culminat- 
ing in a full-page report of my 
lecture in one of the local 
newspapers under the headline 
“Edward Mortimer y d fa t n m 
de Europa". (Although the 
Basque language, famous for 
its lack of resemblance to any 
other known language any- 
where in the world, is of great 
emotional importance to 
Basque nationalists, they rue- 
fully admit that it is in egiy ept 
use only by a minority, 
whereas knowledge of Spanish 
is umversaL) 

The key to the enigma was a 
map, purportedly repre senting 
“E u rop e in 2020", which fr*d 
little or nothing to do with my 
lecture but was reproduced 
prominently below the newspa- 
per report. This map first 
appeared in the FT on January 
24, to ilhistxate an article in a 
special survey we published on 
“Bast Europe in Ferment”. In 
the FT it was firmly labelled “a 
fantasy”, and the article 
stressed that it was simply an 
“exercise of the imagination”. I 
carefully disclaimed any pre- 
tension to second sight- Egged 
on by colleagues at a moment 
when we were all filled with 
euphoria at the sudden libera- 
tion of eastern Europe, I was 
having fun. 


Foreign Affairs 

New era 
for nations 
in embryo 

Edward Mortimer hopes that it 
will soon be easier to redraw 
borders than to move people 


If there was a serious point 
to the article, it was that in a 
world of instant global commu- 
nication frontiers should not 
wfflttw as much as they once 
did, and certainly they are not 
worth fighting Cor. But I really 
did not expect the article to 
attract much attention. 

As it happened, I left London 
for Prague just after complet- 
ing it, and there c o nt racted a 
nasty bout of flu, with the 
result that I never even saw 
the proof of the map before it 
was published. Had I dose so, I 
lfkp to th<nif I should at least 
have corrected the inadvertent 
tmapnal iMH i of Waiwton t and 

WaBonia (an exchange I do not 
ant ic i p at e even in my wildest 


Li a world of Instant global communication 
frontiers should not matter as much as 
they once did, and certainly they are not 
worth fighting for 


fantasies). I probably should 
also have hududed Macedonia 
and Bosnia-Herzegovina in 
Serbia rather than making 
them separate members of my 
imaginary “Balkan Union" rm 
afraid 1 might not have 
noticed, however, that the fron- 
tier of Euskadi had been so 
drawn that it dearly includes 
the province of Navarre. 

I should have been more 
carefnL The FT after all prides 
itself on being a European 
newspaper. My “fantasy" 
a ttracte d attention in parts of 
Europe where naH«w«i fron- 
tiers are taken very seriously, 
and where its light-hearted 
nature was not automatically 
understood. 1 discovered not 
long afterwards that the 
article, and more especially file 
map, had caused great excite- 
ment in Turkey - because I 
had suggested a "Turkic 
Union" hi which the Turkish- 
speaking peoples of the Soviet 
rtrririn ana northern Iran might 


is unhappy, especially if that 

S is on the edge of an 
c state and next to a 
in another state where 
people speak the same lan- 
guage or believe they have the 
same wariormi identity, th«w it 
will be more convenient to 
move the frontier than to move 
the people. 

T hose conditions might 
well be fulfilled in 
south-eastern Turkey, 
unless the Turkish state 
h fl m mM much more successful 
thim it Iim hupn lately in mak- 
ing Kurdish people feel It 
hplnug* to fr>ran as u pyfli as to 
rfhwtr Turks. 

But it was only last week 
that I realised that this 
wretched map had ynadg me 
famous in the Basque Country 
as well. To be fair, 1 don’t 

thtnV this WHS mainly because 
of the mistake about Navarre, 
although that was certainly 
unfortunate. Navarre is the 


jdn with Turkey, "minus Kur- 
distan.". Some Turks ljfca the 
idea of the link-up. Others dis- 
like the implied separation 
from western Europe. Abuoet 
all strongly dislike the Hew 
that south-eastern Turkey 
might secede, or even might 
become generally known as 
Kurdistan. 

It was certainly provocative 
of me to put that in. but my 
starting hypothesis, a deliber- 
ately optimistic one, was that 

fay 2020 it will no longer be 
possible to keep people inside a 
state if the majority of them 
would rather be outside it. 
Minorities who are seriously 
unhappy will leave, but where 
a majority in a sizeable region 


Northern Ireland of the 
Basques: that is to say, it is 
regarded as one of the Basque 
"historic territories", but the 
molarity of people now living 
there do not consider them- 
selves Basques and have opted 
not to join the autonomous 
“Euskadi", as the Statute of 
Basque Autonomy entitles 
them to do. The present 
Basque government, like the 
govenmnent of the Irish Repub- 
lic. accepts that this decision 
can only be changed by free 
choice of the people concerned; 
but the terrorists of STA, like 
the IRA. do not. 

I had no Intention of inter- 
vening in this argument at all, 
and still less of lending my 
support to any programme of 
terrorism or coercion. The 
same map showed Northern 
Ireland as still separate from 
the Republic, because 1 do not 
expect the Northern Irish to 
change their minds and my 
hypothesis ruled out the Idea 
that they might be forced to do 
so. 1 don't know enough about 
Navarrese politics to be 
equally certain that there 
could be no voluntary change 
of heart in that case, but 1 cer- 
tainly would not wish to pre- 
judge it. 

What I did and do think was 
that if the process of European 
integration continues a time 
will come when it is no longer 
necessary for regions with a 
strong sense of national iden- 
tity, such as Euskadi in its 
present frontiers certainly is. 
to have their membership of 
the European Community (or 
its successor organisation, 
which my fantasy had called 
"United States of Western 
Europe") mediated through 
one of the existing member 
states. 

“Scotland in Europe" is to 
my mind a perfectly reasonable 
slogan, ana one that should 
recommend itself to English 
Conservatives who think there 
are at present too many tiers or 
government - quite apart 
from the point that a 

UK without Scotland, whether 
or not it still included Wales 
and Northern Ireland or was 
reduced to England, would pre- 
sumably have a more securely 
built-in Conservative majority 
than the present UK does. 

On that point 1 agree with 
the Basque Nationalists, which 
explains the specially friendly 
welcome they gave me - 
though I am sure they are very 
friendly even to those who dis- 
agree with them. But 1 am not 
sure they should attach such 
importance to my opinion; and 
I am waiting nervously for the 
news that a street has been 
nitinnri after me by wi ^ato in 
Sarajevo, or that I have been 
burnt in effigy simultaneously 
in Antwerp and Lfege. 
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With the additional proHems and risks 
associated with high interest rates the last thing 
a company needs is to increase Its borro wi ng. 
For growing companies the problems are even 
more acute. 

International rhetors can actually reduce 
your borrowing costs by speeding up your debt 
turn and eliminating the time spent chasing 
payment Vfe^ will also free you from^ worry about 
bad debts. Wfewffl credit check afl new ard 
existing customers cm your behalf and ihen 
guarantee to pay 100% of credit approved sales. 
Wfewill even look after fee administration of your 
sales letlger so you can concentrate on running 
your business. 

With eleven offices throu^iout fee UK and 
twenty five associated companies worid-wide, 
staffed by professionals, wetereadytotookafter 


your needs both in the UK and internationally 
Find out how ourrange of services, supported by 
Ifectel our online information service, can 
become a major factorin your success. 

Call David Richardson now on 0273 212 11 
orFreefrae 0800521371 -and make sure the 
only thing you aim to cut this year is your 
borrowing cost 


International 
Factors 

The perfect partner for the growing business 


Int e rnatio na Eartcrs Limited Street, Brighton BN 13 WX 





OS a a« fif fiSSgaassm 


---■ ■ - ’’ ~ : -r.y . ■£“ 




22 


$ 


Balfour Beatty 


for Refurbishment 
0932-231055 

A BJCC Company^ 


FINANCIAL TIMES 


Tuesday October 23 1990 



RELATIONS WITH VIETNAM RESTORED 


EC lifts sanctions against China and Iran 


By Tbn Dickson in Luxembourg 


EUROPEAN Community 
foreign ministers yesterday 
agreed, to lift sanctions against 
China and ban, as well as 
restoring diplomatic relations 
with Vietnam. But Britain 
blocked moves to lift sanctions 
against Syria. 

Diplomats said that a ban on 
arms sales and military 
co-operation imposed against 
China following the Peking 
massacres In June last year 
would remain in force, and 
that the Community would 
continue to raise its concern 
over human rights whenever 
appropriate. 

"We will continue to be vigi- 


lant,” Mr Gianni de Mlcfcelis, 
Italy's foreign minister and 
current fh«inn fln of the EC 
Council of Ministers, said at a 
press conference after the 
meeting. , „ 

Mr Douglas Hurd, Britain s 
foreign secretary, said there 
was a general feeling that the 
EC and the rest of the world 
had "marked its abhorrence at 
what happened In Tiananmen 
Square the summer before last. 
No useful purpose is served by 
reducing the level of contacts 
between the West and China. 
Such contacts are in the inter- 
ests of the Chinese people as 
well as ourselves". 


With Vietnam, Individual EC 
countries already have links 
but yesterday's decision by the 
12 as a whole will allow the EC 
to finance development pro- 
jects and provide aid for Viet- 
namese “boat people”. 

Mr Hurd said that the deci- 
sion had been easier as a result 
of “the new attitude to the boat 
people”. 

.The EC imposed a series of 
political and military wnrtjr)^ 
aganst China following the 
crackdown on pro-democracy 
demonstrators. These included 
the suspension of high level 
contacts, a reduction in cul- 
tural, scientific and technical 


cooperation and opposition to 
credits from the World B ank. 

It is understood that China’s 
support for the West’s cam- 
paign against Iraq was an 
important factor in yesterday's 
decision. 

Britain, however, drew the 
line at supporting Syria for 
similar reasons. Sanctions 
against Damascus were 
imposed in 1986 when the Syri- 
ans were linked to an abortive 
attempt to blow up an Israeli 
plane at Heathrow airport, 
London. Britain has already 
lifted its opposition to a new 
EC financial aid package for 
Syria but Mr Hurd said he did 


not want to go further at this 
stage. "The original obstacle 
was connected with state sup- 
port for terrorism. I would like 
to get it out of foe way but it 
takes two” 

In practice, however, an EC 
ban on high-level contacts with 
Syria has effectively been 
relaxed. 

Mr Roland Dumas, the 
French foreign minister, said 
that few governments wanted 
to push Britain over its stand 
on Syria because of their con- 
cern over foe situation in Leba- 
non, where Syrian forces now 
control the Christian sector of 
Beirut. 
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Saddam agrees to free some US and UK hostages 

By Our Foreign Staff 

PRESIDENT Saddam Hussein dam. The aircraft was due to "There is a definite commit- than any other group of for- alluded approvingly t 
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PRESIDENT Saddam Hussein 
of Iraq yesterday agreed to 
release a number of male US 
and UK hostages and raised 
the prospect of freeing all 
French nationals being used as 

human shields. 

The Iraqi leader said his 
decision to release foe British 
and US hostages was taken on 

“ti nmanifarinw gTOUUds”. His 

offer to consider the release of 
'French hostages was made in 
response to what he called 
France's "rejection" of US 

aggression against Iraq. 

Last night, however, Paris 
rejected the Iraqi proposal A 
spokesman for President Fran- 
cois Mitterrand said France 
would stand by United Nations- 
resolutions demanding the 
release of all hostages. 

A Virgin Airways Boeing 747 
carrying a team of doctors and 
nurses is due to arrive this 
afternoon in Baghdad to collect 
a number of elderly or sick 
male British hostages freed as 
a result of Mr Edward Heath's 
weekend talks with Mr Sad- 


dam. The aircraft was due to 
leave London at 10.30 this 
morning to arrive in Baghdad 
at 5.30pm local time. It will 
return directly and is due to 
land at Gatwick airport at' 
1230am tomorrow. 

Mr Heath, the former UK 
prime minister, has handed Mr 
Saddam a list of 200 Britons 
whom he had argued should be 
released on humanitarian 
grounds during three hours of 
talks with the Iraqi president. 

Efforts to agree a final list 
appeared to have run into diffi- 
culties last Ti<ght as thw Iraqi 
authorities haggled over who 
should be released. 

Mir Saddam said he would 
also free a small number of 
elderly or infirm US men in 
response to a separate humani- 
tarian mlaainn to Ba ghdad — 
the latest in a series of individ- 
ual diplomatic efforts since Mr 
Kurt Waldheim, the Austrian 
president, succeeded in bring- 
ing borne 80 of his countrymen 
through a personal mission to 
Baghdad in August 


"There is a definite commit- 
ment by the Iraqi leadership 
that some Americans will be 
released," Mr Salim Mansour, 
the head of an Americanfraqi 
Association delegation in 
Baghdad said yesterday. 

A number of Soviet, Brazil- 
ian, Spanish, Italian and 
French hostages have also 
been freed as a result of Indi- 
vidual di ploma Hn pfforfo 

Mr Saddam nevertheless told 
Japanese television that he 
would continue to detain other 
western males in Iraq until 
"the threat of war against Iraq 
ceases to exist”. 

The Iraqi leader has, so far, 
maintained his toughest stand 
against US and British hos- 
tages, linking their detention 
directly to each country's part 
in the military build-up against 
Iraq - the exception being his 
decision last month to release 
all US and British women and 
children trapped in Iraq and 
Kuwaiti 

A total of 1,450 Britons are 
held in Iraq and Kuwait, more 


than any other group of for- 
eign nationals. Same 380 Brit- 
ons are believed to be among 
the 700 western men held at 
strategic military and civilian 
installations in Iraq. 

Mr S?lMam has now mark* 
painted political use of his hos- 
tage card by raising foe pros- 
pect that all male French hos- 
tages would be released in 
recognition of what he called 
“the free French people’s rejec- 
tion of (US president) Bush’s 
aggressive means and the use 
of arms against Iraq”. 

Mr Saddam has asked the 
Iraqi wa+innal assembly — the 
country’s largely impotent par- 
liament - to debate the 
release of all 350 Frenchmen in 
the country as a gesture of 
appreciation towards France. 
The assembly wm meet today. 

The French government said 
last night that foe release of 
French hostages was "not 
negotiable”, implying that no 
deal had been done with Iraq 
for their release. 

Mr Saddam’s statement 


alluded approvingly to peace 
proposals put to the UN Gen- 
eral Assembly last month by 
Mr Mitterrand. 

These suggested that an 
Iraqi withdrawal from Kuwait 
could result in intensified west- 
ern efforts to resolve other 
Middle Eastern problems, 
including the Palestinian prob- 
lem which lies at the heart of 
the Arab-Israeli co nflic t. 

There was no indication last 
night how many Britons would 
be freed following Mr Heath’s 
mission, and there were 
reports last night in Bagdhad 
that the release was being 
delayed by haggling over who 
should be freed. 

Mr Saddam yesterday also 
agreed to free a small number 
of elderly or infirm US men 
held in Iraq, according to Mr to 
urge the humanitarian release 
of US nationals. 

Iraqi officials said they 
would reveal today how many 
Americans could leave. 
Background, Page 4; The real 
phoney war. Page 20 


ANC agrees to Mandela meeting Buthelezi 


By Philip GawHft In Johannesburg 


THE African National 
Congress yesterday agreed to a 
meeting between Mr Nelson 
MhthIpIm its deputy president, 
and Chief Mangosuthu Buthe- 
lezi, leader of South Africa’s 
conservative Inkatha Freedom 
Party, its main black political 
rivaL 

The move is seen as an 
important concession, enhanc- 
ing prospects for an end to vio- 
lence between the groups’ sup- 
porters, which has claimed 
hundreds of lives in the past 
three months.' 

The ANC had previously 
resisted such a summit, argu- 
ing that it would confer 
national legitimacy on TnkaMm 
which the ANC considers to 
have only limited regional sup- 
port in Natal province. 

The ANC's national execu- 
tive committee, its chief policy 
making body, yesterday pro- 
posed a meeting with its Inka- 
tha counterpart “with the par- 
ticipation of Chief Mangosuthu 
Buthelezi and Mr Nelson 
Mandela” and "in the near 
future". Mr Mandela is cur- 
rently on a visit to Australia. 

Chief Buthelezi responded by 
saying foe proposal "is consist- 


ent with rec ommendat ions that 

have been by the leader- 
ship of the IFP for same time 
now”. He said that the IFP 
would consider foe details of 
the proposal when it was offi- 
cially brought to their atten- 
tion. 

The meeting Would be aimed 
at ending violence between 
supporters of the two organisa- 
tions, which has wracked 
Natal for some years, and 
Transvaal townships since 
August 1990. 

Chief Buthelezi, who is also 
the chief minister of the Kwa- 
Zulu black "homeland”, 
refused an invitation earlier 
this winntfi to meet Mr Mand- 
ela together with other home- 
land leaders, saying that only a 
bilateral meeting between the 
ANC and infcathfl could he lp 
end the violence. He was also 
angered at being Invited in Us 
capacity as a homeland leader 
rather than as leader of a polit- 
ical party. 

The groundwork for a meet- 
ing between the two leaders 
has recently been established 
in Natal, with the si gning of 
regional peace accords and 
high-level meetings between 



Chief But h elezi: only a bilateral meeting would be acceptable 


foe parties. A meeting in Dur- 
ban last week was said to have 
been conducted in a very good 
spirit and characterised by a 
high degree of self-criticism cm 
the part of the IFP delegation 
about the behaviour of their 
members in the past. 


The ANC executive also wel- 
comed progress with the gov- 
ernment over the release of 
political prisoners and the 
return of exDes. This appears 
to end a period of squabbling 
and accusations of bad faith 
surrounding these issues. 


German research 

institutes 

‘too pessimistic’ 


Continued from Page l 
The motor of the west German 
economy is no longer exports 
but do mestic demand, in par- 
ticular from east Germany. 

But the Institutes warn that 
the west German economy is 
not as robust as It appears. 

They also warn of a potential 
price- wage spiral and say that 
wage negotiators should not 
att e m pt to win compensation 
for hi gher oil prices as a result 
of the gulf crisis. 

The next wages round In 
east Germany must link pay 
rises strictly to productivity 
rises and introduce much 
greater differentiation. In west 
Germany, too, irwinri negotia- 
tors must be more modest in 
their Homan da as a result of 
slower productivity increases, 
worsening terms of trade for 
exports, and sharper competi- 
tion In the labour market 
thanks to the inflow of east 
German workers. 

• Mr Detlev Rohwedder, the 
chief executive of the Treu- 
frqnri, has estimated that east 
Germany industry has a value 
of about DMGOObn. However, 
He also believes that the cost 
of cleaning it up will be consid- 
erably higher. Most of the lat- 
ter cost will be carried by the 
Government. 


Britain’s trade deficit shrinks 
as economic slowdown deepens 


By Peter Marsh in London 


BRITAIN last month enjoyed 
its smallest trade deficit «inna 
April 1987 as the deepening 
economic slowdown caused 
Imports to decline for the sixth 
successive month. 

The September deficit of 
£850m (Sl.67bn), announced 
yesterday by the Government’s 
Central Statistical Office, was 
much lower than expected and 
marked the first time this year 
that the monthly deficit has 
been less than £lbn. 

While imports in the past 
three months have been at 
6 per cent below the 
first half of the 
rose In Septem- 
foe third month run- 
ning, further shrinking the 
monthly trade deficit 

This good news for tire gov- 
ernment was tempered, how- 
ever, by the trend in export 
volumes over the whole of 
1990. 

Yesterday’s figures showed 
that the volume of exports over 
the past three months, exclu- 
ding oil and high-price, erratic 
items, showed a 1 per cent fall 
compared with the previous 
quarter. 

Manufactured items suffered 


a particularly large decline. 

This fall underlined warn- 
ings from same sectors of UK 
industry that sterling's high 
value within the European 
exchange rate mechanism is 
harming companies’ interna- 
tional competiveness. 

The value of visible exports 
in September was a seasonally 
adjusted £&I8m, up 5L5 per cent 
on the August figure of £8.Bbn. 
Imports declined during Sep- 
tember, from £9Abn in the pre- 
vious month to £99bn. 

The Central Statistical Office 
estimated that invisible trade 

- services, dividends, interest 
and various transfer payments 

- was in balance in Septem- 
ber, making Britain’s trade def- 
icit last month the same as the 
current account deficit. 

For the three months to Sep- 
tember, Britain was £39bn in 
deficit in the current account, 
compared with £5.1bn in the 
previous quarter. For the first 
nine months of 1990, the cumu- 
lative deficit stands at £l&6bn 
and is likely to reach about 
£l5bn for the whole of the year 
in line with government fore- 
casts, compared with a record 
£19.1bn in 1989. 


..Mr John Maples, economic 
secretary to the Treasury, said 
on BBC Radio that the govern- 
ment’s policies were working. 
Rising exports and falling 
imports were "the kind of 
trends we want to see”. 

For the Labour opposition, 
Mr Gordon Brown, the party’s 
trade and industry spokesman, 
said Britain’s trade figures 
remained the worst in Europe. 
He called for new government 
initiatives to boost manufac- 
turing. 

Tim trade figures, announced 
at mld-monting, buoyed np the 
pound, which had earlier 
slipped. Against the German 
currency, sterling closed 1 
pfennig up at DM29550, while 
n gpafn«tt dollar it flwiahwl 

the day at $L9490, down 1 cent. 

Britain's trade performance 
in September was helped by a 
£20Qm surplus on its oil trade, 
a figure which was £10Qm 
above the level for August and 
which resulted from higher oil 
prices caused by the Golf cxi- 


Export threat. Page 12; Wor- 
ries dent ERBf euphoria, Page 
21; Markets, Section H 


Britain 
increasingly 
isolated on 
date for Emu 


By Tim Dickson 
In Luxembourg 


BRITAIN appears to be 
becoming increasingly isolated 
in arguing forcefully against a 
firm dale for a further push 
towards European economic 
and monetary union (Emu). 

At a meeting in Luxembourg 
yesterday, EC foreign minis- 
ters held a discussion on the 
so-called stage two of the pro- 
cess. at which only Britain 
raised the issue of the date, 
according to a European Com- 
mission spokesman. 

Portugal and Greece have 
voiced some reservations about 
the second stage, which would 
see the setting up of a Euro- 
pean central bank and greater 
economic convergence, but 
Britain was alone at the week- 
end, when Mrs Margaret 
Thatcher, the British prime 
minister, told Mr Giulio And- 
reotti, her Italian counterpart, 
that she would not agree to set 
a date at next weekend’s EC 
summit in Rome. 

It was wwray rfc fft n last night 
whether Mr Riannt de Mich- 
eUs, Italy’s foreign minister, 
would wish to force the pace at 
the Rome summit 

Yesterday, Mr Douglas Hurd, 
the British foreign secretary, 
essentially told his colleagues 
that substance on Emu (which 
is so far unclear) was more 
important than timing . 

Interest in the date has been 
fuelled by Chancellor Helmut 
Kohl’s announcement last 
week that Bonn wants stage 
two to begin on January 1 
1994. 

The Luxembourg meeting 
considered a paper drawn np 
by the current Italian presi- 
dency of the Community, 
which appeared to support 
"some aspects” of Britain's 
alternative "hard ecu" route to 
Emu. 


US budget 
talks resume 


continued from Page 1 
ckage, approval win require 
a combination of a majority of 
House Democrats and at least 
half the Senate Republicans. 
This limits the negotiators’ 
freedom ctf manoeuvre. 

Although a deadline has 
been set for midnight tomor- 
row - when the US government 
runs out of «w»n*y a gain • the 
key discipline is the approach 
of mid-term elections two 
weeks away today. 
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Shrugging off 
good news 


Yesterday’s muted response to 
undoubtedly good UK tradefig- 
ures and a further collapse In 
the oil price shed a curious 
light on the market’s preoccu- 
pations. What matters Just now 
is the behaviour of sterling; 
which is developing a worrying 
tendency to slip below its cen- 
tral ERM rate. Give n the provi- 
sional nature of the UK’s ERM 
commitment, a bad set of trade 
figures could doubtless still put 
sterling at risk. But yesterday's 
good figures were largely 
ignored by the currency mar- 
ket, so the equity market 
ignored them too. 

Then again, the markets 
may simply have Hinu gM ; tha 
figures too good to be true. The 
8 per cent rise in export vol- 
ume in the third quarter com- 
pared to a year ago will be 
bard to sustain, given the 
recent loss of competitiveness 
and the slowdown in the UK’s 
export markets. The zero rise 
in i m port s , meanwhile, seems 
evidence that domestic demand 
is slowing down rather than 
collapsing. Granted, that can- 
not last either, assuming the 
ERM succeeds in its object off 
punishing companies and 
employees who pay themselves 
too much. But none of that is 
good fin: corporate earnings, a 
fact of which the equity mar- 
ket is fully conscious as it ner- 
vously a waits Id’s third quar- 
ter figures on Thursday. 


Lucas 



whether Europe, coufil go the 
same way. Em te -aerospace, 
whore Lucas’s profit mugbu 
edged up a point to 1&2 per 
cent, uncertain ti es creep in 
after 1993, even if dvfi 


pects are veq rjjoo d until 


The shares yield 7JB per cent 
now, which for the time befog 
seems what they deserve. 


commodity of the kind it is 
supposed to be getting out at 
ft could be that having gained 
control on the cheap, ICI 
means to sell Tioxide on. But 
the price Cookson is settling 
tar scarcely suggests a surplus 
of buyers. 

The rest of Cookson is tricky 
to assess. At yester da y’s 68p, 
the market values the business 
net of tiie cash receivable at 
under £9Qm. But the risk of 
Cookson now going under 
looks marglnaL The business 
maynotberecesston-proofibut 
it has got rid of much the most 


Oil prices 

If the September rise or 
exude a& price* to $4Q per bar 
red was gravity-defying, then, 
the return to earth in foe past 
10 days can at leaat.partly be 
explained by the simple rever- 
sal of psychology. In retro- 
spect, predictions of a eyrie of 
rising war premium followed 
by decline were right, but 
failed to anticipate now far 
prices would rise before the 
decline set in. Throw In foe 
lagged effect of stepped-up oil 
production and foe explanation 
of the fall back below $30 per 
barrel looks convincing 


volatile part of its earnings. 
And while pr 


Tioxide 


Cookson’s deal with JO on 
Tioxide makes pretty grim 
reading. The price of £160m 
means Cookson remains more 
than 70 per cent geared after 
surrendering a holding which 
in good years contributed half 
its profits. It is also receiving a 
pitiable multiple of 2.7 times 
last year’s eaming n for a busi- 
ness which in the late 1980s 
grew by more than 25 per cent 
a year. But Id has its partner 
over a barrel. Not only are 
Tiaxide’s profits collapsing in 
the downturn of the cycle; the 
business also requires capital 
expenditure on a wafr* which 
Cookson might not be able to 
afford without breaching its 
inan covenants. 

That same expenditure 
raises, the question of how 
good foe deal Is for ICL The 
two parties differ hugely in 
their estimates; but splitting 
the difference, the bill for new 
capacity, closing older plant 
and converting the rest to 
cleaner technology would come 
to £450m between now and 
1995. Even for ICI, winch has 
just cut next year’s capital 
budget by 10 per emit to £90Gm, 
that is a material sum to 
devote to an undifferentiated 


profits remain hard 
to forecast with, confidence, the 
breaking of the link with ICI 
makes it more vulnerable to 
any predator attracted by net 
asset value of over 150p per 
share. 


Lucas Industries 


Hammerson 


The UK’s motor components 
market fell flat on its face this 
spring and summer, and in foe 
rest of Europe 1991 is not going 
to be a year Lucas or its peer 
companies will want to remem- 
ber. The hard tiring Is to work 
out whether 1992 is going to be 
any betta. Financially Lucas 
is solid, as yesterday’s annual 
figures showed: net gearing 
was 16 per cent and cash flow 
was positive even after tax, 
dividends and £X36ta of capital 
spending. w«i«» Lucas should 
have little trouble affording 
the £L5Gm it plana to spend in 
the diesel en gine equipment 
business over the next five 
years; and .its dividend 
increase, at 12 per cent, still 
looks comfortably affordable. 

The trouble is that when 
many of a company’s main, 
markets are turning down, the 
historic figures are academic. 
In Lucas's small print yester- 
day was a 25 per cent fall in 
operating profits from its the 
UK automotive parts business: 
but the real worry now is 


For the past year; foe chief 
analy tical tank facing investors 
in UK property shares has 
been to work oat which at the 
over-geared developers was 
going to hit the rocks. This 
may now.bs changing . Judging 
from some off Hammerson’s 
interim comments, the. chal- 
lenge now is to work-out which 
of the trig four or five property 
investment companies nave 
the strategy and the finances 
to play the vulture over the 
next two years. 

In the.Jast six weeks or ro. 

gmipm yw ways It hay st arted 

to see worthwhile opportuni- 
ties in UK commercial prop* 
erty. Wh ether Hammerson, 
with £70Qm of net debt already 
arid a Mg exposure to Canadian 
zeal , estate, is foe best-placed 
company to taka the initiative 
is not quite so dear. At the 
moment, it looks as though 
British Land and Land Securi- 
ties will have the .edge in the 
coming months, with Ham m e r, 
son and MEPC some way 
behind. 



THIS ANNOUNCEMENT APPEARS AS A MATTER OF RECORD ONLY. 


MANAGEMENT BUY OUT 
OF 

TOPLIS AND HARDING PLC 
For .£21,000,000 


'IT" 


arranged by 

3i pic 


EQUITY AND LOANSTOCK FINANCE 
UNDERWRITERS 
31 pic 

Electra Private Equity Partners 


EQUITY AND LOANSTOCK FINANCE 
PROVIDERS 
3i pic 

Electra Private Equity Partners 
County NatWest Ventures Limited 
Morgan Grenfell Development Capital Limited 


Senior Debt and Working Capital facilities 
provided by Bank of Scotland 
September 1990 






There are other concerns 
behind the downward pressure 
on prices. Traders are worried 
that a long-term equilibrium 
price around S25 per barrel 
m i ght no t be sustainable if the 
eventual return to normality of 
Iraqi arid Kuwaiti production 
results in over-supply. No-one 
really doubts that the cycle of 
price volatility win continue; 
bat though the price will 
doubtless jump again on the 
next war scare, there will not 
be the same number of forced 
buyers this time round. 
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Union Carbide falls 
35% in third quarter 

The Gulf crisis has dealt 
a sharp blow to third- 
quarter income at Union 
Carbide. The chemicals 
group suffered a 35 per 
cent drop in net income 
. as rising oil prices 
pushed up the cost of Its 
raw materials. However, 
chairman Robert Ken- 
nedy (left) pointed out 
that the effect of rising 
oil prices had been miti- 
gated by improved sales 
volumes end strong performances in some 
parts of the business. Page 24 


Turkey’s troubled private fife 

Since its b irth in 1984, Turkey’s privatisation 
programme has been beset by problems 
beyond the authorities' control, from the stock- 
market crash to the Gulf crisis. Some bankers 
believe the scheme could provide a serious 
digestion problem for Istanbul's still emerging 
stockmarfcet But tomorrow the programme 
gets back on the rails, reports John Murray 
Brown. Page 24 


Tapping the Orinoco 





The unrest in the Gulf has triggered another 
hunt for alternative, and stable, sources of 
energy. Technical scrutiny has fallen again on 
finding productive- uses for Venezuela’s vast 
black oil-tar deposits In the Orinoco river 
basin. With half the world’s recoverable oil 
reserves in this super-heavy category, the oil 
industry may be faced with a significant tech- 
nolcigiGal development Page 32 


Dogfight s over Korea 

The South Korean 
travel boom, 
unleashed by the 
removal of restric- 
tions last year and 
toe 1988 Olympics, 
has turned Into a 
vicious dogfight 
between Kweag Airan<t|he.ftedgitogAsiana 
Airlines. amH>Wter competi- 

tion has fitiansHied as the Kurban jfbvemrrieht 
decides how to divide routes between the two 
carriers. Peg* 2fi 


Riddle of al Rwyan buyer . 

The latest stage in the long-running Egyptian 
financial scandal has seen approval for the 
takeover of the alfirig al Rayan Investment 
company whose owners were moused of 
defrauding Investors of 5716m. But the identity 
of the new Egyptian owners has not been dis- 
closed. Many of the 187,000 depositors who 
invested their life-savings in al Rayan during 
ttie 1980s are already complaining that they 
will be repaid at the exchange rates prevailing 
in 1988 — the year the company’s activities 
were frozen. Page 28 
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Philips and Du Pont 
end CD joint venture 

By Ronakl van do Krol in Amsterdam and Michael Ska pinker in London 


PHILIPS of the Netherlands and 
Da Pont of the US are to unravel 
their four-year-old joint ve n ture 
for the manufacture of compact 
discs (CDs) and professional 
discs. Philips will acquire the 
consumer side of the business 
and both partners will dispose of 
the venture’s professional disc 
operations. 

Philips intends to sell parts of 
tfift consumer disc operation — 
which includes CD manufactur- 
ing plants - to PolyGram, its 
London- based. 80 per cent-owned 
recorded music subsidiary. 

The ending of the joint venture 
follows a restructuring of Phil- 
ips’s semiconductor and com- 
puter divisions, which win result 
in the loss of 8£00 jobs. Philips 
said earlier this month that it 
would develop computer systems 
based on its expertise in profes- 
sional disc technology. 

Philips denied that yesterday’s 
move meant It was whawrinnmg 
professional discs. It was, how- 
ever, calling a halt to the 


ln-house manufacture of the 
discs, which until now has been 
the joint venture’s most heavily 
loss-making area. These products 
are used for data storage by pro- 
fessional users in the business, 
legal and medical fields ,. 

Analysts welcomed Philips's 

iWldnn tO Md In-hOUM Wan g- 

fecture. They said it was in line 
with plans announced by Mr Jan 
Timmer. the group's president, to 
concentrate on profitable areas 
and ritbar pull out of loss-making 
businesses or buy in supplies 
from other manufacturers. 

Philips said the two partners 
had decided to disband the joint 
venture because growth on the 
professional side had not met 
expectations and because Du 
Pont had little interest in the 
consumer applications of disc 
technology. 

The joint venture with Du Pont 
employs 3,600 people in Europe 
and the US and posts annual 
sales of 3325m, of which the con- 
sumer side accounts for $250 izl 


The consumer business, with 
3£G0 staff, is profitable but these 
profits have been more than off- 
set by unspecified losses in the 
smaller professional sector. 

The joint venture bag three 
European manufacturing plants 
for CDs - in Hanover, Germany; 
Blackburn, UK; and Louviers, 
France. It also has a US factory 
in Kings Mountain, North Caro- 
lina. PolyGram has not said how 
many of these operations it 
would like to acquire. Manufac- 
turing facilities for professional 
discs are concentrated at Philips’ 
headquarters in Eindhoven. 

For PolyGram, the purchase of 
the consumer business would 
mark its return to in-house CD 
production. It formerly owned 
the German plant before selling 
it to Philips in 1986. 

Mr David Fine, Polygram’s 
president, said that controlling a 
significant portion of its own disc 
supply could have big advantages 
for the group given the large 
scale of manufacturing riAmand. 


Companies lose way in 
commercial paper chase 


T he announcement by 

SG Warburg, one of the 
largest dealers in commer- 
cial paper, that it is pulling out of 
the London CP market is another 
s fgn of the stagnation that has 
hit one of the more esoteric of 
London’s businesses. 

Jt im/terifnes a narrowing in 
the financing options faci ng com- 
panies which have become accus- 
tomed to seeking short-term 
liquidity through issuing these 
corporate IOUs. 

The beneficiaries of this 
change will be the commercial 
hanks; They axe already finding 
that some of their less-hlghly 
rated customers can no longer 
issue commercial paper and are 
returning to them for more 
shoot-term funding, rather than 
to. the anonymous CP market 
This may be no bad thing. In 

several recent cases, 

including the fin a n cial cri- 
sis at Polly Peck, the 
stricken UK fruit trading 
concern, dependence on 
commercial paper has 
increased a company's 
financial vulnerability. 

In the commercial paper 
market, short-term corpo- 
rate IOUs are sold to inves- 
tors through a group of 
securities firms and banks. The 
rapid growth of such markets in 
Europe during the 1980s followed 
the discovery that companies 
could often barrow more cheaply 
from the securities and paper 
markets than they could from 
their traditional bank lenders. 

Both In the unregulated Euro- 
commercial paper market - 
where US dollar paper trades out- 
side the control of the US author- 
ities - and in the sterling com- 
mercial paper market, opened by 
the Bank of England to a limited 
group of borrowers SHT986, there 
was less emphasis on the credit 
quality of the borrowers than in 
the US. 

The US emphasis on credit 
quality stemmed from Its experi- 
ence of the painful consequences 
of default in the commercial 
paper market As a result, only 
issuers carrying a rating from a 
recognised agency can use the US 
market; and only then if there is 
a standby bank credit in case, for 
whatever reason, investors 
decide to shun the paper. 

In contrast with the US, much 
of the commercial paper sold in 
Europe, particularly for lower- 
quality issuers, was being placed 
with banks. The CP market con- 
tributed to a general loosening of 
r elationshi ps between c omp a nies 
and their bank lenders. 


Long-standing links between 
banks and their corporate clients 
were breaking down to be 
replaced by transactional bank- 
ing, where a company did busi- 
ness with the financial institu- 
tions which offered it the lowest 
cost Lending costs were pared to 
levels at which it could not be 
economic for banks to lend. 

Most bine chip companies may 
not notice the tightening of credit 
quality criteria in the CP market, 
except perhaps for a modest rise 
in the cost of funding. But many 
others, particularly those labour- 
ing under heavy debt or those 
which have been less cautious in 
their borrowing programmes, 
may suffer significantly. 

According to bankers familiar 
with the company, Polly Peck 
International is an example of 
one borrower which followed 


Stephen Fidler looks at 
the stagnation of one of 
London’s most esoteric 
financial markets 


quite legal but sloppy practice in 
its commercial paper programme. 
For example, the company foiled 
to establish a standby line of 
credit in case investors refused to 
roll over the paper when it 
matured. 

This would not have been 
allowed in the US. In the event, 
Polly Peck had £46£m ($90.8m) of 
paper outstanding when a debt 
standstill was declared by the 
banks late last month. One result 
is a proliferation of creditors who 
are holding this paper, any one of 
which may decide to insist on its 
legal rights and pull the plug on 
the company. The company’s 
problems have not been helped 
either by the lack of one or more 
banks with close ties to the com- 
pany. 

The Polly Peck bank lending 
standstill has brought up other 
issues. Because the paper is usu- 
ally issued at a discount and 
redeemed at face value, commer- 
cial paper holders are at a poten- 
tial disadvantage to other credi- 
tors, who can lay claim to 
interest payments which stack 
up daily. 

Since commercial paper inves- 
tors are usually unsecured and 
often have small amounts at 
stake, their interest in keeping a 
company afloat may be weaker 
than for larger bank creditors. 


Yet, despite these now evident 
drawbacks, up to 40 dealers were 
aggressively pushing the product 
to all types of borrowers from 
1985 onwards. More than a quar- 
ter of the hundreds of CP fund- 
raising programmes announced 
are now moribund as investors 
emphasise quality. 

The rewards to dealers, while 
having increased recently, are 
still paper thin. A dealer tradi- 
tionally makes his money 
through the turn, the difference 
between the price at which he 
buys or sells the paper. Dealers 
reckon the turn averages about 3 
basis points a year. If the paper 
carries a one-month maturity, 
this nw«n« it has to be placed 12 
times to earn that fee. 

With outstandings in European 
CP stagnating at about .$70l>n. 
total annual gross income to 'all 

dealers is as little as 

321m. The rewards in 
sterling commercial 
paper, where paper out- 
standing amounts to 
just over £5bn, are even 
smaller. 

Not surprisingly, deal- 
ers have been withdraw- 
ing. Late last year, Mer- 

rill Lynch, one of the 

largest dealers, pulled 
out. The announcement that 
Warburgs, the UK merchant 
bank, is to withdraw will proba- 
bly set other dealers thinking. 

"The fact that a dealer with the 
visibility of Warburgs is pulling 
out is going to make others con- 
sider whether they want to be in 
the business,” says Mr Mike 
NiedzwieckL of Citicorp, a leading 
denier in the business. 
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ommerdal paper markets 
Europe are beginning 
look more and more 
like their US counterpart Only 
borrowers with suitable credit 
ratings and standby credits to 
back up their programmes are 
likely to find the market a reli- 
able funding source. 

Many companies, from the UK 
and elsewhere, have already been 
forced to find alternative sources 
of funds; still others will be 
forced to. A lot are now trying to 
rebuild their tattered bank rela- 
tionships. All thifl may happen 
without disrupting a company's 
access to credit, or it may not 
There Is no sign either, despite 
the US experience, that the CP 
markets are going to be the Sash 
point for financial crisis. None 
the less, the limitatio ns of yet 
another finanring fashion that 
swept Europe in the 1980s are 
becoming starkly evident 


Lucas in £150m diesel investment 

By Paul Checwerlgtit, Midlands Correspondent 


LUCAS INDUSTRIES, the XJK 
supplier of systems and compo- 
nents for the aerospace and auto- 
motive industries, is to invest 
£150m (3297m) over the next five 
years on manufacturing plant in 
France, Spain and the UK for die- 
sel engine injection systems. 

The announcement yesterday 
from the Midlands-based com- 
pany oywiB against the back- 
ground of annual figures flat- 
tened out not only by the 
problems of the motor market 
but by currency movements and 
the rmAAi-tflintiAfl springing from 
the Gulf crisis. 

Pre-tax profits fra: the year to 
last July were just 2 per cent 
higher than a year before at 
£19I,2m on a turnover up seven 
per coot at £5L33bn. The figures 
were within the broad range of 
market predictions but shivers of 
concern about the prospects for 
the current year were enough to 


hold the share price down to 
U7p, a gain of 3p on the day. 

Lucas's operations are now suf- 
ficiently spread internationally to 
shield it from the problems of the 
UK economy. The main issue for 
its aerospace business is not the 
level of demand but fulfilling the 
orders it already has on its 
books; the group expects the mar , 
ket in its current phase to peak 
in 1992-93, 

But on the automotive side, 
falling car registrations in the 
UK, France, Italy and Spain have 
put the market in the doldrums. 
The solace for Lucas is the 
resumed growth of diesel engine 
sales where it has invested 
heavily in the development of 
new fuel injection systems. 

Its factory investment pro- 
gramme is designed to exploit 
that growth, on the assumption 
that the environmental pressures 
for cleaner vehicle engines will 


increase demand for its injection 
systems. In the UK, a new plant 
at Stroud, Gloucestershire, will 
provide 380 new jobs with the 
next five years. 

Although the high level of ster- 
ling adversely affected Lucas’ 
£381m UK exports in the last 
■fmanriH? year, the group is 
relaxed about the UK's adherence 
to the exchange rate mechanism 
of the European Monetary Sys- 
tem. "We have no complaints, 
mainly because to have any 
would he futile. At least, we can 
be reasonably sure what 
exchange rates will be,” said Mr 
Eric Gill, the chairman. 

The main concern now is the 
fluctuation of the dollar, the cur- 
rency in which aerospace sales 
are denominated. Last year cur- 
rency fluctuations cost Lucas 
£27m in sales and £L5m in pre- 
tax profits. 
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Mi c h ael Henderson: denied deal was at a knock-down price 


Cookson to sell 
Tioxide stake to ICI 


By Clive Cookson in London 

COOKSON, the heavily indebted 
British industrial materials 
group, has agreed to sell for 
£160m ($314m) its 50 per cent 
stake in Tioxide, the pigments 
manufacturer, to Id, its partner 
in the joint venture. 

Last year, Tioxide made 8 pre- 
tax profit of £200m on sales of 
£700m. Therefore the price paid 
by Id is only 2.4 times historic 
earnings. 

The first reaction of some ana- 
lysts was to call the deal a dis- 
tress sale at a knock-down price. 
But Mr Michael Henderson, 
chairman and chief executive of 
Cookson, rejected that descrip- 
tion. He said Cookson had sev- 
eral reasons for the stake 

now, as part of its programme of 
cutting borrowings. 

• Tioxide faces a capital expen- 
diture programme of several hun- 
dred million pounds over the 
next five years, to strengthen its 
environmental controls and 
introduce new technology. 

• The decline in Tioxide’s trad- 
ing performance this year “has 
been unexpectedly severe". 

• The longer term outlook for 
the titanium dioxide business in 
the 1990s has also deteriorated 
significantly. This would “neces- 
sitate a major cost reduction pro- 
gramme at Tioxide together with 
a writedown of assets”. 

The deal will increase ICI's 


exposure to cyclical bulk chemi- 
cals - contrary to the group's 
stated long-term policy of focus- 
ing increasingly on specialist 
products that are less affected by 
the business cycle. 

But ICI sources said that the 
opportunity to acquire sole con- 
trol of Tioxide for only £160m 
represented an irresistible bar- 
gain. 

“There's a price at which ICI 
are prepared to invest in a cycli- 
cal business,” said Mr John Reyn- 
olds of Schroders, the merchant 
bank advising ICL “And there's a 
difference between buying in 50 
per cent of a joint venture and 
buying an entirely new busi- 
ness.” 

Mr Reynolds said the deal was 
“earnings neutral for ICI at this 
stage of the cycle”. The benefits 
would accrue to the profit and 
loss account later on, he said. 

“It does look as though Cook- 
son’s hand was forced,” said Mr 
David Ingles, chemicals analyst 
at James Capel. “ICI have got 
Tioxide very cheaply indeed. But 
Cookson will feel more comfort- 
able after the disposal. I think 
they will seek further disposals 
- there are some metals busi- 
nesses which are not core hold- 
ings - and this will give them 
the confidence to negotiate more 
toughly." 
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Polly Peck 
pins hopes 
on Nadir for 
last minute 
escape 

By Clay Harris, Richard 
Waters and Stephen Fidler In 
London 

POLLY PECK International now 
accepts that administrators 
could be appointed tomorrow 
unless Mr Asil Nadir, the chair- 
man, engineers a last-minute 
escape. 

Mr David Fawcus, deputy chief 
executive, admitted yesterday 
that Mr Nadir needed to obtain 
£30m (358.5m) In cas h from 
northern Cyprus on his current 
visit if Polly Peck were to bold 
off Its creditors. 

Banks on the steering commit- 
tee co-ordinating Polly Peck’s 
creditors said yesterday that 
their patience with the company 
was exhausted. The company 
had outstanding borrowings of 
more than £lbn at the end of 
September. 

Polly Peck had also failed to 
produce the cash from Cyprus 
that it had promised when the 
creditors agreed cm October 12 to 
extend a standstill on debt 
repayments until November 9. 
That had hardened attitudes 
among banks which had previ- 
ously been content to allow It 
more breathing space. 

One member of the steering 
committee described Polly Peck’s 
position as “as bad as you can 
possibly Imagine. If something 
substantial doesn't happen, by 
Wednesday, then that's pretty 
much the end of It” 

Mr Fawcus, however, was not 
ready to despair: “It depends <m 
how much money comes In,” he 
said. “If the banks see money 
coming in, their position Is going 
to change.” 

Asked how much money was 
needed to stave off administra- 
tion tills week, Mr Fawcus said: 
“The figure Is not specified, but 
it’s somewhere around 950m to 
|60m (£25. 6m to £30.7m). M 

At a meeting yesterday morn- 
ing, the steering committee of 
nine banks and Legal & General, 
the insurance company, agreed 
to delay any action until lata In 
the week. 

Administration, an Insolvency 
procedure involving the appoint- 
ment of independent administra- 
tors to run the group, would give 
Polly Peck protection from its 
creditors long enough to allow 
for a reorganisation of the com- 
pany or an orderly disposal of its 
businesses and assets. 

Polly Peck owns the US-based 
Del Monte fresh pineapple and 
bananas business, other fruit- 
trading operations, consumer 
electronics companies In the Far 
East and Turkey and hotels In 
northern Cyprus and Turkey. 
Hawks gather, Page 30 
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expertise are now more 
important than ever. 

That's Just what Fidelity 
Funds oner. 

The launch of our new 
global investment range — 
one of the most 
comprehensive available to 
date — marks a significant 
step forward in international 
investing. 

For the first time you 
have the choice of where, 
when and how to invest - around the world — backed by the global 
investment expertise of the world’s largest independent investment 
management organisation. 

For a prospectus and further information contact any of the Fidelity offices 
listed below. 1 

London: Hilary Smith 44 71 283 9911 Hong Kong: Richard wascoai 852 348 1700 

M un i ch : Stanley Bronisz 49 89 33 6203 Amsterdam: Teun Scheer 31 20 710 976 
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Union Carbide 
falls 35% as Gulf 


crisis raises costs 


By Marlin Dickson In New York 


UNION CARBIDE, the 
chemicals group, suffered a 85 
per rent drop in third-quarter 
net income as increasing oil 
prices In the wake of the Gulf 
crisis raised the costs of its 
raw materials. 

The company reported net 
income of S91m compared with 
5139m in the period last year, 
on net sales of $EL2bn, up from 
$2.l4bn. Earnings per share 
were 63 cents, down from 98 
cents. 

Mr Robert Kennedy, chair- 
man, said the effect of rapidly 
increasing off prices had been 
mitigated by unproved sales 
volumes in chemicals and plas- 
tics, raw material flexibility 
and a continued strong perfor- 
mance by the industrial gases 
business. 

-But he warned that “addi- 
tional feedstock cost increases, 
coupled with general economic 
weakness, will result in further 
pressures on margins and the 


need for continuing controls on 
capital spending and costs". 

The figures included the cost 
of a loss of power in August at 
one of the company s US 
plants, which is estimated to 
have dipped 4 cents from earn- 
ings per share. 

There was a 9 cents-a-snare 
gain from the sale of a polysih- 
con business, partially offset 
by non-recurring charges total- 
ling ? cents a share from cost 
reduction programmes. Third- 
quarter 1989 earnings included 
a non-recurring gain of S cents 
a share. 

Operating profits in the 
chemicals and plastics busi- 
nesses, which suffered reduced 
selling prices as well as higher 
raw materials costs, dropped 
from 5235m to $l68m on sales 
little changed, at $]..34bn. 
Industrial gases saw profits 
increase to 5H8m from $76m 
on sales up to 8692m from 
8595m. 


BCP confident of winning 
CISF as deadline passes 


By Peter Wise in Portugal 


BANCO Comercial Portugufis 
(BCP), Portugal's leading pri- 
"vate .bank, said it would not 
raise its offer for a controlling 
stake of CISF, the country's 
second-biggest merchant bank, 
as the deadline for changing 
the bid ran out yesterday. 

The move signalled that BCP 
was confident its offer would 
be accepted by shareholders 
representing at least 4&5 per 
cent of CLSFS capital, the mini- 
mum required for the bid to go 
ahead. 

If sufficient sale orders are 
placed by November 5, the pub- 
lic bid session will be held on 
the Oporto Stock Exchange on 
November 8. 

BCP. Portugal's largest 
quoted company, also 
announced yesterday a 103 per 
cent increase in pre-tax profits 
to Esl3.2bn ($9Sm) for the first 
nine months of 1990. Cashflow 
increased 93 per cent to 
Esl7.lbn. Earnings per share 
increased 38 per cent to 
EsI99.4. 


Mr Jorge Jardim Goncalves, 
chairman, said the bank 
planned to extend its branch 
network from just more than 
100 branches to about 170 by 
December. 

Observers see BCFs bid for 
CISF, which has played a 
prominent role in Portugal's 
privatisation programme, as an 
attempt to find a short cut into 
the corporate financing and 
privatisation markets, given 
that attempts to foster mer- 
chant banking within BCP*S 
corporate structure have 
proved unsuccessful. 

Some CISF shareholders 
have expressed dissatisfaction 
with BCP’s offer price of 
a share - a p remium 
of 20 pe rcen t on the last quota- 
tion of CISF stock on Septem- 
ber 14. Shares were withdrawn 
from trading following BCFs 
bid. 

However, analysts calculate 
that many of CISF’s sharehold- 
ers will accept as an opportu- 
nity to realise capital gains. 


Sasib moves 
to third in 
world rail 
signal league 


By Haig Slmonlan 
In Milan 


SASIB, the fast-growing 
industrial group controlled by 
Hi Carlo De Benedettl, has 
bought General Railway Sig- 
nal (GRS), the railway and 
underground transport signal- 
ling subsidiary of General Sig- 
nal of the US. 

The deal means that Sasib, 
which Is also active in the food 
packaging sector, will more 
than double its sales In the 
railway signalling business, 
becoming the world's third- 
biggest supplier. 

The acquisition will boost 
the strong position of Italian 
companies in the sector, fol- 
lowing last year's purchase by 
Ansaldo of Union Switch and 
Signal. 

GRS, based in Rochester, 
New York, has almost 30 per 
cent of its domestic market 
and about 40 per cent of that 
for mass-transit systems. It is 
also strongly represented 
abroad through subsidiaries in 
Holland, China and the Far 
East. 

Sales this year are expected 
to exceed $80 m. Recently, the 
company won a 850m deal to 
supply signalling equipment 
for a new underground rail- 
way system In Taiwan. 

The deal will further push 
Sasib’s group sales, which are 
set to reach at least 8500m this 
year. 

No price has been disclosed 
for the deal, on which Sasib 
was advised by Wasserstein 
Perella. 


Insurer on course 
to meet forecast 


UNION des Assurances de 
Paris (UAP), the French state- 
controlled insurer, yesterday 
reported a 35.1 per cent rise in 
first-half attributable net 
profit to FFr3.34bn (8540m), 
Reuter reports. UAP said the 
forecast it gave In spring of a 
25 per cent increase in 1990 
profits from FFr3.42bn In 1988 
remained valid. 

Consolidated turnover - 
which covers only UAP's 
insurance and reinsurance 
business - was FFr49.4bn, a 
rise of 57.5 per cent from the 
first half of 1989. 


Turkish privatisation train rolls once more 


T urkey's stalled privati- 
sation programme gets 
back on the rails tomor- 
row with the sale of the first of 
three small cement companies, 
which together are expected to 
raise about TL150bn ($S4m). 

Mr Okkes Ozuygur, chair- 
man of the government-run 
Public Participation Fund 
which co-ordinates the privati- 
sation programme, says the 
offer will test market confi- 
dence prior to the proposed 
sell-off of Turk Hava YoJlari, 
the state airline, this year and 
a global offering of Petkizn, the 
petrochemicals complex, 
planned for 1991. 

Shares in Konya Cement 
Factory go on sale today, fol- 
lowed by the Unye and Marrfm 
cement companies in early 
November. The state's majority 
stake in the companies will be 
sold under a public offering, 
handled by more than 500 hank 
branches throughout Turkey. 

The authorities are adopting 
a cautious approach. A court 
case is still pending over the 


controversial block sale last 
year of five cement companies 
to Ciments Franqais, the 
French group. 

In April, Turkey's adminis- 
trative court upheld a suit 
from opposition members of 
parliament ruling that the gala 
contravened the terms of a 
1987 decree on privatisation 
which gives priority to domes- 
tic buyers. The French com- 
pany is appealing. Mr Ozuygur 
insists it is a technical problem 
which will not frighten off for- 
eign investors. 

Since its beginning in 1984. 
Turkey’s privatisation has 
been beset by problems beyond 
the authorities' control, from 
the world stock market crash 
in 1987 to the Gulf crisis. Some 
bankers believe the scheme is 
too ambitious, and if Imple- 
mented could provide a serious 
digestion problem for Istan- 
bul’s emerging stock market. 

Turkey’s 55 state enterprises 
dominate the economy, 
accounting for about 30 per 
cent of industrial output in 



Okk es Ozuygur: sales have 
met legal snags and scepticism 


Turkey and 60 per cent erf pub- 
lic Investment. They cover 
everything from public atflftjps 
to trading and banking. 

The companies are notori- 
ously inefficient and overstaf- 
fed. According to the latest 
Treasury figures, the state 
enterprises recorded losses of 


TL53.2bn in the first six 
months of 1990. 

The impact of privatisation 
on the Budget so ar has been 
marginal Mr Ozuygur says the 
programme has raised 
TLlOOObn since the start of 
199a The proceeds are chan- 
nelled by toe PPF into infra- 
structure work such as bous- 
ing. But the funds are not 
included in the Budget and 
economists argue they merely 
fuel the budget deficit 

The programme has not been 
universally popular with the 
public either. This month the 
PPF had the galling experience 
of having to buy back some of 
the 8 per cent of Petition stock 
it sold through a public offer- 
ing last June. 

officials confirmed t ha t (he 
fond bought TUOQbn worth of 
shares just to maintain the 
original offer price, after bond- 
holders with share options 
dumped stock on the market 

Also this month, the stock 
exchange briefly suspended 
trading in Cukurova Electrik, 


another recent flotation. Heavy 
buying started after rumour* 
that the company was about to 
revalue its dams and other 
assets, a common practice for 
Turkish companies trying to 
keep abreast of inflation. On 
this occasion, however, the 
Ministry of Finance inter- 
vened, saying, the dams supply, 
ing the company were govern- 
ment property; 

The PPFs next task is to sell 
the giant Sunwrbank corpora- 
tion, which makes and sells 
textiles, ceramics and shoes. 
Following a report by the 
stockbroking fir m Bar clays De 
Zoete Wedd, the "PPF is expec- 
ted to privatise the group's 
retail outlets and sell some or 
its property. 

The main challenge win be 
finding a home for the holding 
company, which with 37,000 
employees would dwarf any 
private Turkish group. As with 
Fetkftn and th e.lar gg cement 
companies, the PFF will proba- 
bly end up looking for a for- 
eign buyer. 


Milan bank 
buys 5% of 
Continental 


By Haig Slmonlan In Milan 


ANOTHER S per cent stake in 
Continental, the German tyres 
group currently subject to a 
takeover proposal by Pirelli, 
the Italian tyres and cables 
group, is now to hands sympa- 
thetic to Pirelli. 

Sopaf, a small Milan mer- 
chant bank controlled by Mr 
Jody Vender, said yesterday it 
had bought 5 per cent of Conti- 
nental’s stock for L99.4bn 
($84. 9m) during this month. 
Earlier in October, Mediob- 
anca. the powerful Milan mer- 
chant bank which has regu- 
larly advised Pirelli, said it had 
spent L104bn to buy a similar 
stake. 

Pirelli has said its merger is 
supported by a majority of 
Continental's shareholders, 
although it has yet to provide 

ftp tails 

Nevertheless, with its own 5 
per cent and the 1 per cent in 
Continental held by Merrill 
Lynch, which is also advising 
Pirelli on the deal, 16 per cent 
of Continental's stock is now 
known to be in hands sympa- 
thetic to Pirelli’s plans. 


Inco earnings fall by a quarter 


By Bernard Simon In Toronto 


LOWER nickel prices, a fall in 
shipments and greater produc- 
tion costs pushed earnings of 
Inco. the world’s leading pro- 
ducer of the metal, down by 
almost a quarter in the three 
months to September 30. 

Net earnings of the Toronto- 
based company slid to US$97m 
or 92 cents a share, from 
81292m or $123 a share a year 
earlier. Operating earnings fell 
more sharply to 8199m from 
$27 4m. Sales were down to 
8763.6m from 8848.7m. 


The average price realised 
for primary nickel fell to 84.46 
a lb. down from $5.28. The 
average price for the first nine 
months of the year was 84.03 a 
lb, down from $5.96. Nickel 
deliveries foil to Ilfim lbs in 
the third quarter, from 120m 
lbs a year earlier. Nine-month 
deliveries were down to 364m 
lbs from 380m lbs. 

Inco also produces gold, sil- 
ver and platinum-group met- 
als. Increased precious metal 
prices partially offset the set- 


back in nickel earnings. 

There was a sharp foil, to 
$5m from $19m, in operating 
earnings from alloys and engi- 
neered products, ascribed to 
reduced deliveries and lower 
prices. Earnings in 1989 were 
boosted by a gain of $5.6m 
from property sales. 

Nine-months earnings 
dropped to 8368.6m from 
8601^m, including a second- 
quarter gain of 8112m from the 
sale of a 20 per cent interest in 
Inco’s Indonesian subsidiary. 


Nordstjernan slips despite higher sales 


By John Burton in Stockholm 


NORDSTJERNAN. the 
Swedish property and con- 
struction group, yesterday 
reported a 45 per cent foil In 
profits after financial items to 
SKr433m (874.8m) for the first 
eight months of 1990. while 
sales rose by 2 per cent to 
SKrl55bn. 

Nordstjernan blamed the 
lower profits almost entirely 
on poor results from its subsid- 
iaries, such as the stainless 
steel manufacturer Avesta, the 


department store NK and the 
industrial concern Kamyr, that 
are outside the parent group. It 
predicted that profits for 1990 
will be lower than last year’s 
figure of SKriabu. 

Extraordinary Income 
amounted to SKrS28m due to 
the sale of its subsidiaries, 
Databolin and Hedemora Sepa- 
ration, and the merger of the 
Johnson passenger line with 
Finnish ferry group Effoa. The 
new Efljohn company yester- 


day reported a 42 per cent 
decrease in profits after finan- 
cial items to SKrl96m for the 
eight-month period. 

Nordstjernan is restructur- 
ing, Increasing activity in the 
construction and property sec- 
tor while divesting in non- 
property areas. Its construction 
division NCC had a profit rise 
of 10 per emit to SK1504, while 
earnings from its property 
holdings increased by 31 per 
cent to SKr71m. 


Esab ahead 
by 14% to 
SKr273m 


By Robert Taylor 

in Stockholm 


ESAB, the world's leading 
welding equipment maker, yes- 
terday announced a 14 per cent 
improvement in profits after 
financial items for the first 
nine months of the year to 
SKr273m ($47m) from SKx239m 
in the same period of 1989. 

Orders rose by 42 per cent to 
SKr5J29bn while Invoiced sales 
increased by 50 per cent to 
SKz024ba 

The company said ft expec- 
ted results for 1990 to be lower 
than last year when they rose 
by 46 per cent. 

It pointed out that the 1989 
performance was lifted in part 
by particularly good results 
from Brazil during the fourth 
quarter, 

Esab also painted out that 
the outlook tor welding and 
grinding equipment In Europe 
was mixed with strong 
demand in central and 
southern Europe with a 
weaker performance in Britain, 
Finland and Sweden. 

It added that the US market 
had been stable. 


Problems have stalled the sell-off plan which began in 1984, writes John Murray Brown 
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Reebok 
falls 18% 
in third 
period 

By Karen Zagor 

in New York 

XUBBBOK Internatio nal . tbe 

sports shoe maker in which 
Penfland Industries of the UK 
holds a 31 per cent stake, yes- 
terday reported an IS per cent 
decline in third-quarter net 
income tor $41m, or 38 cents a 
share, from $49 Jm, or 44 cads 
a year earlier. Sales were 
$58&9m, against $5245m a year 
ago. 

Mr Paul Fireman, chairman 
and chief executive, the 
results “were slightly better 
than previously estimated doe 
to higher shipments than 
anticipated at several divi- 
sions, hot especially at Ree- 
bok's International division. 
The decline in US o?1 pg of Ree- 
bok brand footwear was ai<y» 
somewhat less t ha n expected. 1 * 
In September, Reebok sa i d it 
expected third-quarter per- 
share earnings to fall to 
between 33 and 35 cents, 
reflecting' lower US sales and 
higher advertising and promot- 
ional expenses. 

Shares in the company, 
which were unchanged at $1014 
at mid-day yesterday, have 
fallen sharply since June, 
when they were changing 
hands at about $18. 

At that time, Penitent! said it 
would sell its stake in Reebok. 
However, when Reebok’s stock 
fell to about $1314, Pentland 
'decided not' to market the 
block until Reebok’s share 
price improved. 

For the first nfap months 
ended September 30, Reebok’s 
net income, slipped 2 per cent 
to $137.1iii or $120 a share on 
sales of $L67bn from $140m or 
$123 on sates of $L44bn last 
year. 

Flat quarter 
for Marsh & 
McLennan 

MARSH & McLennan, the . 
world's largest insurance bro- 
ker, yesterday reported third 
quarter net-income of $74-6m, 
virtually irm>>mng pd from the 
$73.5m -made in the same 
period of 1389, writes Martin 
Dickson In New York. 

But the company, which has 
been suffering from a pricing 
d ownturn in the property-casn- 
aliy industry, said that while 
premium rates ranged from 
flat to do wnward , puce stabil- 
ity was approaching. 

Revenues in the quarter rose 
from $607m to $682m, with 
insurance 

$346.lm to $379m, while the 
group’s increasingly important 
consulting arm rose from 
$192m to $2Slm. 


Time Warner held back 
by expenses of merger 


By Alan Friedman in New York 


TIME WARNER, the debt-laden 
media and entertainment con- 
glomerate thqt controls Hme 


in Hollywood, yesterday 
unveiled a $91m third-quarter 
loss, against a pro forma loss 
of $124m last tira* 

This brings the total losses 
for the first nine months of 
1990 to $l93m on ntownonth 

revenues of $8-2bn. 

The teas per share in the lat- 
est third quarter was S4J& 
The company continues to 
bave underlying profitability 
from its ffltp, recorded music, 
cable television, publishing 
amt other interests, but is sad- 
dled with a $10-8bn debt bur- 
den that keeps the co m pany in 
loss at the bottom line. 

The debt relates to last 
year’s merger of Time, and 
Warner and to he a 

drag on the company, which 


has been charging off related 
interest expenses and amorti- 
sation costs each quarter. 

Mr Steve Ross, chair ma n of 
Time Warner, has tried to put 
a brave face on the debt prob- 
lem, bat the company's Share 
Price yesterday was Just $70%, 
which while up by $1% is still 
a far cry from the 1990 trading 
range of $133 to $213 made by 
Time Warner’s investment 
bankers at the time of the 


The company is exploring 
ways of raising cash by form- 
ing jaiat ventures in the cable 

or Him production business 
with European and Japanese 
partners. 

Profits before interest, taxes, 
depreciation and amortisation 
amounted to $548m in the third 
quarter. Total third-quarter 
revenues were $2.9bn, against 
$2.66bn on a pro forma hag<*- 


Operatmg Income from the 
m agazine division was $38m, 
down from $41m on a pro- 
forma basis for last year; the 
company said advertising and 
circulation was higher this 
year and attributed its lower 
profit to substantial start-up 
costs at Entertainment 
Weekly, a new downmarket 
enter tainme nt magazine. 

The filmed entertainment 
business provided a record 
$140m profit, up by 36 per cent 
year-on-year and helped by 
domestic revenues from films 
such as Presumed Innocent 

The recorded music division 
turned in $l09m of operating 
profits, against $108m last 
year. Cable television produced 
$l98m of profits, up by 20 per 
cent, while the HBO pro- 
gramme division had slightly 
higher earnings of $45m 

B flMinwfr $42m_ 


Warner back in Pathe picture 


By Alan Friedman 

MR GIANCARLO PARRETH, 
the controversial Italian finan- 
cier who has until today to. 
complete a $L3hn takeover of 
MGM/UA, the Hollywood stu- 
dio. was yesterday producing 
yet another clifihanger in 
the seven-month corporate 


Wall Street and Hollywood 
were abuzz with rumours of a 
fresh, delay by Mr Parretti as it 
emerged that Warner Brothers 
had stepped back into the pic- 
ture to negotiate a global home 
video rights deal with Mr Par- 

retti’S Pathe C nmmrmir-atinns 

the vehicle for the MGM/UA 
takeover. 

News of the possible return 
of the Time Warner media and 
entertainment group came 
after Turner Broadcasting, the 


Atlanta-based cable empire, 
agreed on Sunday to pay an 
estimated $200m to Mr Parret- 
ti's Rathe Communications to 
license for television about 
LOQO films in the UA library of 
titles. 

The 10-year Turner deal is a 
partial substitution by Mr Par- 
retti of Time Warner, which 
last July backed out of plans to 
put up $650m in loans toward 
tbe MGM deal in exchange for 
world distribution rights to the 
UA library. 

The Tomer transaction, sub- 
ject to Pathe’s consummation 
of the MGM takeover, comple- 
ments Tomer's 1986 purchase 
from Mr Kirk Kerkorian, who 
owns majority centred of MGM/ 
UA, of 3,300 titles from tbe 
MGM library. Time Warner 


owns 17 per cent of Turner 
Broadcasting- 

Time Warner in July 
launched a $Z00m lawsuit 
against Pathe, alleging breach 
of contract and breaking off Its 
plan to lend Mr Parretti’s com- 
pany $650m for the MGM deal. 

Pathe counter-sned for 
$500m, but executives close to 
the company say the lawsuits 
would be cancelled If a deal is 
completed involving the UA 
library and Wamer’B home 
video division. 

Pathe has already paid some 
$353m toward the MGM/UA 
takeover, most of it as a non- 
refun dable deposit on the 
acquisition. Some $4 per share 
- of a total $21.50 per share 
takeover hid - has been paid 
out to MGM/UA shareholders. 


Steady three months for Arco 


By Alan Friedman 

ARGO, tbe Los Angeles-based 
oil and gas company, yesterday 
uxxvefled essentially unchanged 
third-quarter net earning s of 
$S82m after stripping out spe- 
cial . environmental charges 
and one-time gain* relating to 
the sale of assets and an acci- 
dent settlement. 

The company's third-quarter 
net of $2.79 per sh are was 
$4£2m, compared with $379m or 
pi Q in the same quarter last 
year. However in the latest 
quarter there was a special 


Arco's net income was $L45bn, 
compared with $l.55bn last 
year. 

Third-quarter sales were 
more than $lbn higher at 
$4JJbn, while the nine-month 
revenue figure of $13bn, com- 
pared with $12bn in the first 
three quarters of 1989. 

Mr Lod wrick Cook, chair- 
man, said the third-quarter 
result reflected tbe rise in 
crude oil prices resulting from 
the Gulf crisis and the loss of 
crude and refined oil supply 


-JUU-nTfohflee^^from vBnrfdTanrkf^-.-,^ :,^^ 
accident settlement and the Arco’s worldwide oil and gas 
sale of Arco’s Norwegian exploration and production 
assets. operations earned $396m after 

For .the first nine months tax in the third quarter, up 


from $l88m in the third quar- 
ter of 1989. Refining and mar- 
keting earned $138m, against 
$119m. 

The Arco Chemical subsid- 
iary saw its after-tax third 
quarter earnings drop to $49m 
from $7&n a year ago as lower 
styrene margins and lower 
domestic volumes offset mar- 
gin gains from propylene oxide 
and derivatives. 

The third-quarter net also 
indudes a $28m special before- 
tax charge related to the 
hr tTlp 

July 5 explosion and shutdown 
of an Arco Chemical Texas 
plant where several workers 
were killed. 
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Bidders for 
ENTel seek 
improved 
sale terms 

By John Barham 
in Buenos Aires 

NEGOTIATIONS over the 
privatisation of ENTel, Argen- 
tina's Tiatiftfifl] telephone com- 
pany, are deteriorating into a 
tense confrontation. 

Government officials have 
react ed angrily to pressure 
from the two groups buying 
ENTel to improve terms of 
sale. President Carlos Mwi«n 
has vowed to transfer ENTel to 
its new buyers by November. 

However, sources close to 
the negotiations say the brink- 
manship Co old wreck the pri- 
vatisation. An Argentine busi- 
nessman said: “The bidders 

know that the government is 
politically committed to pri- 
vatising ENTel, so they are 
poshing for the best terms pos- 
sible." 

Officials have reacted by 
threatening to abort the priva- 
tisation or recall a consortium 
led by Manufacturers Hanover 
that had backed out this 
month. However, Bell Atlan- 
tic, a member of the Manufac- 
turers Hanover consortium, 
said yesterday it wonld not 
return to the negotiating 
table. 

The government has agreed 
to sell the company to two 
groups for $2 14m in cash and 
$5bn-worth of Argentine for- 
eign debt certificates, making 
it one of the developing 
world's largest privatisation 
efforts yet. 

However, it has also become 
one of the most troubled sales, 
following the retreat of Manu- 
facturers Hanover, the ejection 
of Argentina’s chief negotia- 
tor, Ms Maria Jolla Alsogaray 
and seemingly interminable 
negotiations. 

The two groups - one com- 
prising the Spanish state tele- 
phone com pany ft* other 
the French and Italian state 
telephone companies - are 
demanding higher telephone 
charges titan the government 
is willing to concede. 


Bankers 
Trust turns 
in profit 

By Alan Friedman 

BANKERS TRUST, the fifth 
largest US bank, achieved a 
third-quarter net profit of 
$17001, a respectable achieve- 
ment in the present financial 
climate. 

The net income compares 
with a S1.4bn loss in the same 
quarter test year, which was 
caused by a special 1989 provi- 
sion for loan losses on Third 
World sovereign debt 

Stripping out last year’s spe- 
cial loss provision, the 1990 
third-quarter figure would be 
slightly below the level of 
earnings a year ago, which is 
still a reasonable result given 
the trend toward sharply 
lower earnings from most New 
York commercial 

Earnings per share for the 
third quarter were $1.98. 

Bankers Trust said Its non- 
performing real estate assets 
were $93m in the third quar- 
ter, which compares with 
$2Sm a year ago. 

Mr Charles .Sanford, Jr, 
chair man, said the bank was 
able to achieve strong earn- 
ings despite the difficult eco- 
nomic environment, t hanks to 
the bank’s risk management, 
global trading and fiduciary 
businesses. 

On Wall Street the bank's 
shares were marked $% 
higher yesterday morning to 
$33%. 


Varity to move 
headquarters 

By Robert Gibbens 
in Montreal 

VARITY, formerly the 
Massey-Fergnson company, 
has finally got its way and is 
to move its corporate head- 
quarters to Buffalo, NY. 

The company has signed an 
agreement with Canada's Fed- 
eral and Ontario governments 
and the flamMHan Autowork- 
ers Union, freeing it from ear- 
lier commitments to keep its 
headquarters in Ontario. 

In return Varity undertakes 
to keep 1,200 manufacturing 
jobs in Ontario until at least 
early 1998. Though it will 
close one Kelsey-Hayes vehicle 
parts plant in Ontario at a cost 
of 450 Jobs, it will invest 
C$3.5m (US$3m) to modernise 
another Kelsey plant nearby. 

Varity will pay C$21m to 
both governments as compen- 
sation far the workers laid off 
in the past, a further C$i2m to 
settle Haims by 1,500 workers 
who lost their jobs when Mas- 
sey Combines failed in Ontario 
in 1988, phis C$5m into a wage 
protection fond. 

Varity has tax loss carry -for- 
wards of nearly U5$lbn and 
has said these can be used 
more effectively in the US. 

Mr Robert Rae, Ontario pre- 
mier, said the deal was “the 
best possible and we did not 
want to spend the next 10 or 
15 years in the courts fi gfttlng 
Varity”. 


Placer Dome puts a 
shine on its activities 

Barbara Durr reports on the gold group’s progress 


S everal months ago, Mr 
Earl Dunlop, chief of 
investor relations for 
Placer Dome, the Canadian 
gold mining group, went to a 
leading New York brokerage 
house to ask if it would begin 
to follow the company. “They 
didn’t want to talk to me 
then.” he says with a wry 
smile, “Now, they call me" 
Placer Dome, the world's 
fourth largest gold mining 
company outside South Africa, 
has been attracting attention 
through a string of impressive 
acquisitions at home and 
abroad that have brought it 
rich, low-cost deposits. And, 
the sale of oil and gas assets 
has given it greater mining 
focus. 

. “They’re doing all the right 
things,” says Mr Warren 
Myers, a Merrill Lynch gold 
analyst 

Although the price of gold 
has had less of a boost from 
the Gulf crisis than many 
expected and considerable 
uncertainty persists about 
where the price will go, Placer 
Dome is concentrating on keep- 
ing its reserves op and its costs 
low. 

The company, based in Van- 
couver, has developed five new 
gold mines in four countries 
since 1969 and acquired a slice 
of Eskay Creek in British Cot 
umbia, considered one of the 
hottest gold properties in Can- 
ada. 

The company was also due 
to dose its deal yesterday for 
all tbe shares of Continental 
Gold, whose principal asset is a 
70 per cent interest in the 
Mount Milligan gold-copper 
p rop erty , also in British Col- 
umbia. 

New mine development will 
cost about C$1 J. bn (US$94 lm) 
by 1992, but these projects will 
reverse the decline in company 
reserves. 

Placer Dome will produce an 
estimated 1.4m ounces of gold 
in 1990, up from 1.2m last year, 
at a cash cost of about US$230 
per ounce. Production should 
increase to 1.65m ounces by 
1992, a good way toward the 
companjPs goal of turning out 
2m ounces per year. 

Company production esti- 


mates are expected to be 
largely unaffected by 
protracted labour problems at 
its Dome mine in Ontario, 
which last year produced 12 
per cent of its gold. 

This month the company 
said it made its last offer to 
workers, on strike since May 7, 
and if this were not accepted 
by November 16, the mine 
would be closed. 

If the offer is accepted, the 
mine will be upgraded at a cost 
of C$l2m and restructured, 
with a reduction of 400 jobs. 

T he mine, which last 
year had a high cash 
operating cost of US$342 
per ounce, has been producing 
during the strike at a reduced 
level. The Ontario troubles 
have been dwarfed not only by 
Eskay Creek and Mount Milli- 
gan but by two of Placer 
Dome's recent foreign acquisi- 
tions. 

The Porgera mine in Papua 
New Guinea, which has just 
gone into production, is expec- 
ted to be one of the top six 
non-South African gold produc- 
ers in the world with 900,000 
ounces annually. 

Placer Dome has a 23 per 
cent net interest and is the 
manager. The cash cost of pro- 
duction at Porgera is calcu- 
lated at just $105 per ounce for 
the first five years, and $150 
per ounce over the 18-year life 
of the mine. 

It is also about to move into 
the second stage of production 
at La Coipa in Chile, where it 
is a 50 per rant partner. La 
Coipa is due to produce 200.000 
ounces of gold and 16m ounces 
of silver annually for the first 
two years. Over its 12-year life, 
the mine is expected to yield 
ounces of gold and 114m 
ounces of silver. 

La Coipa's bulky addition of 
silver to Placer Dome’s take 
from its Mexico mine Real de 
Angeles is helping to make it 
one of the world's largest silver 
producers. The company 
expects to produce 15m ounces 
of silver per year by 1992. 

Placer Dome, with 22 
operations in seven countries, 
has established a reputation 
for being prepared to go where 


the deposits are good and the 
risks are considered manage* 
able. 

To offset the dangers of such 
a far-flung empire, it has 
obtained political risk insur- 
ance to cover h.nlf of its $700m 
exposure in Papua New Guinea 
and Chile. Should the worst 
occur, the balance at risk 
would be only 10 per cent of 
the company's gross assets. 

Gold analysts are impressed 
with the company's global 
strategy. It has money in the 
bank, a sizeable exploration 
budget and one of the best 
development teams in the 
world, according to Mr Eglzio 
Bionchini of Nesbitt Thomson 
Deacon in Toronto. Mr 
Anthony Petrina, Placer 
Dome’s president and chief 
executive officer, also wins 
high marks as a top flight 
miner and manager, 

Mr Bianchini believes Placer 
has been especially shrewd in 
choosing to build up its North 
American operations because 
these “shift risks to balance 
those in Papua New Guinea”. 

T he company is looking 
sleeker, too, after the 
recent sales of its gas 
and oil properties in the US 
and Canada. The US energy 
operations were sold for a net 
gain of US$220m and the Cana- 
dian energy holdings for one of 
C$288.5m. 

There are, however, a few 
blots in the Placer Dome note- 
book. It was unable to obtain a 
controlling share of Stikinc 
Resources, which owns half of 
Eskay Creek. 

Placer bought 45 per cent, 
but its competitor. Corona, also 
owns 45 per cent and effec- 
tively thwarted Placer Dome’s 
attempt to place a director on 
the Stikine board this year. 
The battle for control does not 
appear to be over and could 
become a headache. 

Placer Dome also had to take 
a writedown of C$8. 7m in the 
first half on its share of the Big 
Bell mine in Western Austra- 
lia, given lower revised ore 
estimates. 

But for now these problems 
appear to do little to tarnish 
the company's shine. 
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C$2430 per Common Share 


Gordon Capital Corporation 
First Mar athon Securities Limited Bums Fry Limited 
Goldman Sachs Canada Trllon Securities; Corporation 


Bunting Warburg Inc. 


Putting the finishing touches 
to your portfolio. 

SOFFEX 
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SENTTO THE CHIEF REGISTRAR. BANK 


OlnmiC mnr I.^.. 1 ouft ■ww.. ULUUua I oi. ul i iw iv 

twvnnPr^rbSP THAN A2J3 ° RM ‘ °N MONDAY, 12TH NOVEMBER 
1 ^^ L S9Sf‘U^J? NTRAL 1341X5 OFFICE. BANK OF ENGLAND, 
■nSawYr?^?^' PB^CES STREET, LONDON, EG2R 8SJ NOT LATER 
**■- ON MONDAY, 12TH NOVEMBER 1990; OR LODGED AT 
BBAWHES OR AG0CIES OF THE BANK OF B«3LAND NOT 
LATER THAN 3.30 PJUL ON FRIDAY, 9TH NOVEMBER 1990. 

OFFER OF CONVERSION TO HOLDERS OF 
10 per cent TREASURY STOCK, 2004 
TO CONVERT INTO 10 per cent TREASURY STOCK, 2003 

Application wN be made to tha Council of The International Stock 
Exchange for 10 par emt Treasury Stock, 2003 issued as a result 
of this conversion robe admitted to tfw Official list on Wednesday 
74th November 1990. 

1 THE GOVERNOR AND COMPANY OF THE BANK OF ENGLAND an 
authorised to Invito holders of lO per cent Treasury Stock. 2004 weonvert 
all or part of their holdings into 10 per cent Treasury Stock. 2003 a s on 
18th November 1990 at the rata of £100.05 nominal of 10 per cent 
Treasury Stock, 2003 per £100 nominal of 10 per cant Treasury Stock. 
2004. 

2 Holders who do not wish to convert any part of their hokfing should 
do nothing. 

3 Registered holders of 10 per cent Treasury Stock, 2004 at the dose 
of business on 16th October 1990 who exercise the option to convenes 
on 18th November 1990 wffl receive the interest paymwit due on imi 
N ovember 1990. Interest at tha rate of £3.0137 per £ lOOjuiTvIn al of 10 
per cent Treasury Stock. 2003 wffl be paid on 8th March 1991 m respect 
of Stock issued as a result of the conversion. 

4 Conversion will be into registered stock of lOpereent Treasury Stock, 
2003 which, subject to the provisions contained in ths nonce, win rank 
equally in afl respects with Stock already issued and will be subject to the 
provisions of the notice in lieu of prospectus for 10 per cent Treasury 
Stock, 2003 dated 24th January 1986. Holdings of 10 PercentThmsuiy 
Stock, 2004 in respect of which the conversion option is exercteedwffl 
be surrendered free from aH liens, charges end encumbrancesand wfthofl 
the rights now or hereafter attaching to them except the right to receive 
the interest payment due on 18th November 1990. 

Method of acceptance 

5 Copies of this notice and acceptance forms for completion are being 
sent by post to holders of 10 per cent Treasury Stock, 2004 on the Bank 
of England Register and the Bank of Ireland. Belfast. Register. In the case 
of joint accounts, the forms are being sent to the first-named holdec 
Holders who wish to convert aH or part of their holdings should complete 
tha acceptance form. Stock resulting from this conversion will, if the 
account details are identical, be added to existing holdings of 10 per cent 
Treasury Stock, 2003. 

6 In the case of stockholders who are not members of the Central Ota 
Office (CGG) Service, completed acceptance forms with stock certificates 
must be sent to tha Chief Registrar, Bank of England (Conventions;, PO 
Box 444, Gloucester, GL1 IMP to arrive not later than 12.30 P.M. ON 
MOND/V. 1 2TH NOVEMBER 1 990: or lodged at the Central Gilts Office. 
Bank of England, 1 Bank Buildings, Princes Street, London, EC2R 8EU 
not later than 12.30 P.M. ON MON D/Of. 12TH NOVEMBER 1990: or 
lodged at any of the Branches or Agencies of the Bank of England not later 
than 3.30 P.M. ON FRIDAY, 9TH NOVEMBER 1990. The Bank of 
England win acknowledge receipt of acceptance forms. 

7 In the case of stockholders who are members of the CGO Service, 


12 ■fransfers of 10 per cent Treasury Stock. 2004 for which stock 

_ . a a A #. . - - — 40 On b h am lOilk 


November 1990 wffl carry the option to convert Into 10 per cant Treasury 
Stock, 2003 sa on 18th November 1990. 

13- Up to and including 13th November 1990. apportions will be 
accepted for transfer s of holdings in both 10 per cent Treasury Stodc, 
2004 and 10 per cent Treasury Stodc, 2004 'Assented" on the National 
Savings Stock Registsc. From 14th November 1990 applications will be 
accepted for transfers of boltings in 10 percent Treasury Stock. 2004. 
10 per cent Treasury Stock, 2003 and 10 per cent Treasury Stock. 2003 
-A". Balance certificates and certificates for stock Issued on conversion 
wffl be sent by post to stockholders on the National Sewings Stock Register 
by the Department for National Savings. 

14 Tfensfera of 10 per cent Tteosury Stock. 2004 “Asserted" may be 
lodged fur regis tr a tion In that form up to 14th November 1990. After that 
date, on the lodging of such transfers for registration the transferee s will be 
registered as holders of the appropriate amounts of 10 per cent Treasury 
Stock. 2003 “A". Transfer s of lO per cent Tfeasury Stock. 2004 
"Assented" lodged for regi stra t i on or sent for certification should be 
accompanied by the Bank of England's acknowledgement of the receipt 
of the acceptance form or. If the acknowledgement has been lodged with 
an eerier transfer of tha Stock, by the receipt issued for that transfer. 

15 The interest tire on 8th March 1991 wffl be paid separately on 
boltings of the existing 10 per com Tbeasury Stock. 2003 and an boltings 
of lO per cent Tfeeaury Stock. 2003 "A" registered at the close of business 
on 1st February 1991; consequently,' interest mandates, authorities for 
income tax ex emption and other notifications recorded in respect of 
existing holdings of 10 par cent Treasury Stock, 2003 wffl not be applied 
to the pa yment of int e rest due on 8th March 1991 on holdings of "A" 
stock. 

16 Where the conversion option has been exercised, any instructions 
for the payment of In te re s t reg is tered in respect of a holding of 10 per 
cam Treasury Stock. 2004 wffl be applied to the new holding of 10 per 
cent Treasury Stock, 2003 "A". Skn8arty. where instructions have been 
given by the Inland Revenue authorities for interest on the hokfing of 10 
per cam Treasury Stock. 2004 to be paid without deduction of income 
tax, the Instructions will be appfied to the new hokfing of 10 par cent 
Treasury Stock. 2003 'A". 

17 Transfers of 10 per cent Treasury Stock, 2003 ‘A* may be lodged 
at the Bank of England for registration in that form up to 30th January 
1991. After that date, far purposes of certi fi c atio n, the "A” stock will not 
be distinguished from the existing 10 per cam Treasury Stock. 2003. From 
the opening of business on 4th February 1991, the 'A” stock wffl be 
amalgamated on the register with 10 per cent 'Beasury Stock. 2003. 
CGO account balances wffl have been amalgamate d from the opening of 
business on 3 1st January 1991. 

18' HerMaJesty’s Treasury have directed that Section 471 of the Income 
and Corporation Taxes Act 1988 (which relates to the treatment for 
taxation purposes of fina ncial conce rns whose business constats whofly 
or partly in deaSng in securities] shall apply to exchanges of securities 
arising from this offer. 



8 Copies of this notice and National Savings acceptance harms for 
completion are being sent to holders of 10 per cent Treasury Stock. 2004 
on the National Savings Stock Register. Holders who wish to convert afl 
or part of their holdings should complete the acceptance form and send It 
with investment certificates for at least the amount of Stock specified 
on the acceptance form to the Bonds and Stock Office, Mythop Road, 
Blackpool. FY3 9YP to arrive not later than 12J30 P.M. ON MONDAY. 
12TH NOVEMBER 1990. 

9 If a holder wishes to convert but cannot obtain an essential signature 
or document by 12th November 1990, the acceptance form, completed 
so far as possible, should be lodged in accordance with para gra phs 6 or 7 
above, accompanied by a letter from a bank, sofidtor or other professional 
adviser giving the reason for the acceptance being i n complete and 
undertaking to put ft fat orderas soon as possible; ft may then be possfote to 
give effect to the acceptance. If there is insufficient time for the acceptance 
form to be lodged before the dose of the offer, the holder may notify 
acceptance by facsimile (fox numbers 0452 338077 or 0452 398013) 
quoting brief particulars to identify the account and specifying the amount 
of 10 per cent Treasury Stock, 2004 to be converted; this should be 
followed without delay by a completed acceptance form and tha 
certificates. 


Arrang e m ents for conversion 

10 Up to and including 15th November 1990 holdings in respect of 
which the conversion option has been exerdsed wffl be described on the 
register as 10 per cent Treasury Stock, 2004 ‘Assented*; and from TS'th 
November 1990 umB 1st February -1991 new holdings of -10 per cent - 
Treasury Stock, 2003 issued on conversion wffl be described on the 
register as 1 0 per cam Treasury Stock, 2003* A*. Certificates for the new 
holdings of 10 per cent Treasury Stodc, 2003 ‘A” wffl be issued as soon 
as possfole after 19th November 1990. 

11 Up to and including 14th November 1990, CGO account balances 
in respect of which die conversion option has been exercised wffl be 
described as 10 per cent Treasury Stock, 2004 'Assented*; and from 
15th November 1990 until 30th January 1991 balances in respect of 10 
per cent Treasury Stock. 2003 issued on conversion will be descrtoed as 
10 per cam Treasury Stock, 2003 "A*. 


Particular* of the issue of 10 per cent Treasury Suck. 2003 

19 The terms of Issue of 10 per cam Treasury Stock, 2003 were 
contained in the notice in Geu of prospectus dated 24th January 1986 and 
included the foBowlng provisions : — 

(i) The Stock to an Investment faffing within Part Hof the First Schedule 

to the Trustee Investments Act 1961. The principal of and Interest 
on the Stock is a charge on the National Loans Fund, with recourse 
to the ConsoSdated Fund of the United Kingdom. 

(B) The Stock wffl be repaid at par on 8th September 2003. 

(n) Interest is payable half-yearly on 8th March and 8th September. 
Income tax to deducted from payments of more than £5 per annum. 
In t e rest warrants are tr ansm i t t e d by post. 

(Iv) Ths Stock |s re gi stered at the Bank of England or at the Bank of 
Ireland, Belfast, and is transferable. In multiples of one penny, by 
instrument in writing in accordance with the Stock Transfer Act 
1963. Transfers are free of stam p duty 

Slock registered at the Bank of England held for the account of members 
of the CGO Service is also tr an sf er a ble, in multiples of one penny, by 
exempt transfer in accordance with the Stock Transfer Act 1982 and the 
relevant secondary legislation. 

20 A dd i tion al copies of this notice, the particulars of 10 per cent 
Treasury Stock. 2003 and forms for the a c ceptance of the conversion 
offer may be obtained by post from tha Bank of England, New Change, 
London, EC4M 9AA; at the Carmel Gifts Office, Bank of England. 1 Bank 
Buildings, ffinces Street, London, EC2R 8EU, or at any of the Branches or 
Agencies of tha Bank of England; at the Bank of Ireland. Moyne BuBdlngs, 
1st Floor, 20 Caflender Street, Belfast, BT1 5 BN; or at any office of Tne 
International Stock Exchange in the United Kingdom. 

21 Members of the CGO Sendee may obtain further guidance about the 
a rr a ngem en t s set out above in relation to their accounts by contacting the 
Central Gta Office, Bank of England. 

STOCKHOLDERS UNCERTAIN AS TO THE BEST COURSE TO FOLLOW 
SHOULD CONSULT THOR STOCKBROKER. BANK MANAGER, 
SOUCfTOR, ACCOUNTANT OR OTHER PROFESSIONAL ADVISER. 

Govamment S ut emon t 

Attention Is drawn to the statement issued by Her Majesty’s Treasury on 
29th May 1985 which explained that. 1 In the Interest of tha orderly conduct 
of fiscal pofley neither Her Majesty's Governme n t norths Bank erf England 
or their respective servants or agents undertake to dfeefose tax changes 
decided at> butirforyduirinoisicad, even where they may specificaRy effect 
the terms on which, or the c on tflttona under which, the further amount of 
10 per cent Treasury Stock, 2003 is issued or sold by or on behalf of the 
Government or the Bank; that no responsfoffity can therefore be accept e d 
for any omission to make such risdosura; and that such omission shal 
neither render any transaction Sable to be set aside nor give rise to any 
claim for compensation. 

BANK OF BIGLAND 
LONDON 

22nd October 1990 


U.S. $400,000,000 
«£» National Westminster 
Finance B.V. 

(Incorporated in The Netherlands with limited liabdity) 
Guaranteed Floating Rate Capital Notes 2005 
In accordance with the provisions of tha Notes, notice is hereby 
given thal tor the six months Interest Period from October 23, 
1990 to April 23, 1991 the Notes wffl carry an Interest Rate of 
S?v% per annum. The interest payable on the relevant interest 
payment date, April 23, 1991 against Coupon No. 12 will be 
U.S. $420.24. 

By: The Chase Manhattan Bank, N A 

London, Agent Bank 

October 23, 1990 


Christiania Bank og Kreditkasse 

(Incorporated in tkr Kingdom of Norway with limited liability) 

ussioojooojooo 

Hoofing Rota Subonfirxdad Notes Due Odober 1 997 
Notice is hereby given foot Am Rote of htere at has bean fixed at 
85% and that Am aiAneil uu y d ah on Am ndevq n t In te res t Pay- 
ment Date April 23, 1991 against Coupon Net 11 in respect of 
US$1 0,000 nomin al of Aw Nates wffl be US$429.72 and In raped 
of US$250,000 nominal Notes wffl be US$10,74306. 


October 23, 7990, London 

By: CabaiJc, NA (CSSI Dept). Ageri Bank CfTIBANKO 


U.S. $100,000,000 

Great American 

a first Sayings Bank 

Collateralized 

Floating Rate Notes Due 1992 


Interest Rata 

Interest Period 

Interest Amount per 

U.S. $100,000 Note due 

23rd April 1991 


836% per annum 

23rd October 1990 
23rd April 1991 


U.S. $4,234.03 


Credit Suisse First Boston Limited 

Agent Bank 


Dresdner Finance B.V 

Amsterdam 

U5L$ 400,000,000 
Floating Rato Notes 1983/1993 
with Warrants 

Tha Rtfs <tf mttfSd tfxdctfrfo to fhs kites* parted tram October 23, 1990 

Dresdner Bank 

WndptfR*ylng Agent 


Dresdner Bank Group 


The Republic of Venezuela 

Notice 

to the holders of the 
U.S. $100,000,000 
flfc% Notes Due1993 
the 

U.& $100,000,000 
Floating Rate Notes Due1993, 
and the 

U.S. $262,720,000 

Floating Rate Notes Due 1992 to 1995 
of 

The Republic of Vanezu^a 

R atesnos la made to tha omouneements mads in the RrmmM Timas, the 
Luxamburgar Wort and The Well Street Journal on Thursday 11th October. 1990 
to the effect that credt enhancement wffl be provided far payments due under 4 m 
above mentioned Notes and to the Supplementary Explanatory Sta te ment 
referred to In those announcements. Ths pm-candHicra to ihe prevision of suoh 



Floating Rite notes 
due 1994 


Node* is Aorw t y gam *a n *t Mast 
(jfkWWt Wr l ii e Is Aiatior oju m 
ka beta feudal 87II6p*rc*at for 
A* period 24* Oaol*rJ9PQH 24* 
Jon— 



Bank of China 

U.S.$200,000,000 
Floating Rate Notes 1992 

In accordance with the 
provisions of the Noses, notice is 



S.G.Warburg fie Co. Ltd. 

Agent Bank 

iiiiiiiimiiiiiiimiiifiiii 
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Dogfight in South Korean skies 

John Ridding analyses a struggle over the spoils from an air travel boom 


S outh Korean companies 
have always thought big. 
When Daewoo started 
building ships in 1978 it did so 
with the world’s largest dry- 
dock. Samsung and Hyundai 
are currently spending SLSbn 
apiece to enter the petrochemi- 
cals sector with state- of- the 
-art complexes. 

Such boldness Is now evi- 
dent in the country’s airline 
industry. Asians Airlines, a 
fledgling carrier whi ch started 
at the end of 1988, last month 
announced orders and options 
for 51 Boeing jets - including ' 
18 Boeing 747s - with a total 
value of almost $6bn. 

In so doing, the new airline 
drama t ically upstaged Korean 
Air, already one of the 10 big- 
gest In the world, which had 
announced orders for 23 Boe- 
ing 747-400s two months ear- 
lier. 

Asiana’s move signals its 
determination to expand rap- 
idly. It sounds the death 
for the comfortable monopoly 
enjoyed by EAL since its cre- 
ation in 1962 and brings 
another player to the increas- 
ingly competitive Asian skies. 

But while travellers seem set 
to benefit from the competi- 
tion. the rate of expansion in* 
the industry and the roles of 
the two Korean carriers raise 
some difficult questions. 

“Any company has to follow 
its own development plan,” 
said Mr r™ Chang Shik, fiw 
transport minister. “But we 
have to take into account real- 
ity and thp c ond it ion of 
industry.” 

The ministry added that the 
government was surprised by 
the size of Astana's order list 
and was still considering 
approval for the purchases. 

Government policy has 
already played a significant 
part in the creation and devel- 
opment of Asiana. The grant- 
ing of the licence for the air- 
line to the K nm h o group, 
Asiana’s parent company, was 
influenced by the fact that 
K irmh n is one of the few indus- 
trial groups based in the rela- 
tively underdeveloped and 
politically sensitive southwest- 
ern province of Cholla. 

Since then the government 
has awarded Asiana new 

routes to Japan, enabling fit to 
expand beyond the domestic 
market which Is rendered 
unprofitable by regulated, 
extremely low, fores, nights to 
Bangkok, Taipei, and Singa- 
pore are expected to follow 
soon. ' 

Not surprisingly, KAL 
expresses reservations about* 
the expansion plans of its new 
rival. “The government has 
been for too accommodating in 

NUMBER OF KOREANS 
TRAVELLING 
OVERSEAS 

Year Number 



PASSENGER NUMBERS AND LOAD FACTORS 
OF AIRLINES SERVING KIMPO AIRPORT 
JUrBna • Year Passenger* toed tec 


Korean 

Aaeana 

JAL 

Cathay Pacific 

North West 


1968 

1989 

1990 1st qtr 
1990 let qtr 

1988 

1989 

1990 1st qtr 

1988 

1989 

1990 1st qtr 

1988 

1989 

1990 1st qtr 
1988 


1990 1st qtr 


awarding routes, while Asiana 
is being much too hasty,” said 

Mr shim Y1 Taek, s enior man- 
aging vice-president of KAL's 
aerospace division. 

Asiana presents a series of 
arguments to justify its ambi- 
tious plans. On the one hand 
the company points out that 24 
of the aircraft on its latest 
order list are being purchased 
under option and reflect the 
large backlog and delivery 
delays at the world’s commer- 


confident about the prospects 
for passenger growth. “We 
expect Korean passenger reve- 
nue miles to grow by at least 
11 per cent annually until the 
year 2000,” says Mr Tong Tae 
Park, executive vice president 
of Asiana. “If we don't buy 
these aircraft then foreign car- 
riers will come and take our 
market share.” 

South Korea is experiencing 
a travel boom, prompted 
mainly by the removal of 


decides to open up its sHes,” 
said a foreign airline manager 
in Seoul. 

But in the short term at 
least, the growth of Adana 
and to a lesser extent KAL, 

focea several constraints. The 

most inwwtiate Is the rise in 
fad prices caused by the Gulf 
aids* "At the moment this is 
the biggest barrier to our busi- 
ness growth," said Mr Park Mr 
Shim at KAL agreed. 

“Right now we expect an 
extra $ 20 m a month in costs. 
This means it will be difficult 
to make a profit at the operat- 
ing level for the year.” 

Competition from fore ig n 
carriers is also Increasing, 
prompting lower yields on 
many routes. A number of US 
airlines. In particular North 
West and United, now operate 
many more flights through 
Korea, while European air. 
lines, attracted by the 1988 
Olympics and the potential of 
the market, have also been 
drawn to Seoul. KAL has used 
discounts to keep its market 
share. 

Asiana will also suffer con- 
straints arising from the avail- 
ability of idiots. Many of the 
atrtine’s current cockpit crews 
were recruited from the air 
force or from KAL. But an 
angered KAL has persuaded 
the g o ve rn ment to prohibit the 
poaching of its staff while the 
availability of air force pilots is 
also falling. In response, 
Asiana has been forced to 
establish its own pilot training 
programme and hire foreign 
crews. 

If tmwiiwi ari ri iw from the 
poaching of pilots is easing, 
however, it is being replaced 
by rivalry for routes. "Asiana's 
success in this area is perhaps 
its most important challenge,'* 
said one industry analyst The 
fixed costs of a Boeing 747, 
TWilmHnff ftnaiy-mg costs, are 
between $6,000 and $7,000 per 
hone. “At that price you don’t 
want them sitting an the tar- 
mac,” he said. 


training 

foreign 


Not surprisingly, KAL expresses reservations about tbe 
expansion plans of its new rival. ‘The government has been 
far too accommodating in awarding routes, while Asiana is 
being much too hasty, 9 said Mr Shim Yi Taek, senior managing 
vice president of KAL’s aerospace division. 


1988 

725.178 

1989 

12m 

1990 Jan-Aug 

1m 

1990 

1.6m' 

1991 

1.9m' 


dal aircraft manufacturers. 

“They don't really have 
much choice,” said a rival air- 
line company. “If they receive 
the increases in passenger 
demand and routes they are 
hoping for, they have to have 
the planes. They can always 
sell the options If the market is 
difficult” 

The long period for the 
orders, with the last delivery to 
be made In 1999, also reduces 
the financin g burden. “We win 
be receiving revenues from 
some of the aircraft before oth- 
ers are delivered, so the net 
borro win gs will only be about 
$lbn,” argued Mr Nam Soo Oh, 
general manager in the compa- 
ny’s finance department 

At the same time, Asiana is 


travel restrictions. Until 
August 1987, only Koreans 
older than 45 could travel 
freely overseas and it was not 
nntil January last year that afl 
age restrictions woe lifted for 
tourists. The lifting of restric- 
tions, combined, with rapid 
growth in Koreans’ disposable 
Incomes, has resulted in a 
sharp growth in overseas 

travel. - - — . - 

The number of Koreans trav- 
elling abroad has increased 
from 725,000 in 1968 to almost 
1.4m in the first eight months 
of this year. South Korea may 
also become an increasingly 
important regional airline huh. 
“Japan Is overcrowded and 
many airlines see Korea as a 
gateway to China, once Peking 


The Korean government is cur- 
rents deciding an the best way 
to divide up routes between 
the two carriers. 

T he outcome is likely to 
be in favour of KAL on 
long-haul routes, but 
with new and extended 
regional routes going to 
Adana. fVxr most In the indus- 
try, such a divirion appears the 
best solution. But for Asiana it 
will represent at least a delay 
in its strategy of flying routes 
of afl distances. It would also 
raise the question of what to 
do with the Boeing 747-400s 
currently on order and 
designed for long haul 
operations. 


Egypt approves 
al Rayan takeover 


By Tony Walker in Cairo 

THE Egyptian authorities have 
approved a $56Qm takeover of 
the afffag ' al Rayan investment 
company whose owners were 
accused of defrauding inves- 
tors of $716miL 

The identity of the mystery 
purchaser of al Rayan's assets, 
which Include property and 
retail outlets, has not been dis- 
closed, beyond the foot that the 
new owner will be Egyptian. 
Tbe purchaser has agreed to 
pay E£ 1.54 bn ($55 lm) into a 
local bank by March 31. 

The funds, in local currency, 
will then be distributed to 
some 187,000 depositors, many 
of whom had ploughed their 
life savings into al Rayan in 
the mid-1980s, attracted by 
offers of a more than 20 per 
cent return. 

The al Rayan deal, signed in 
a Cairo court on Sunday by 
principals of the company and 
a lawyer representing the pur- 
chaser, wixrlca annfhwr stage in 
the long-running saga that 
began in 1988 when the govern- 
ment belatedly recognised that 
it bad allowed the free-wheel- 
ing deposit-taking sector to spi- 
ral out of cootroL 

The authorities froze the 
activities of all investment 
houses pending an investiga- 


tion Into t heft * affairs and intro- 
duction of a law to curb activi- 
ties. 

Investigations revealed wide- 
spread financial mismanage- 
ment and fraud. 

It is not dear whether Sun- 
day’s agreement on a takeover 
of al Rayan will lead to the 
release from jail of the com- 
pany’s principals, including Mr 
Ahmed Tewflk Abdel-Fattah, 
the chairman. Mr Abdel-Fattah 
and associates were allowed to 
move out of a steel cage in the 
court for the signing ceremony. 

Al Rayan was among about 
100 deposit-taking companies 
made subject to Law 146 aimed 
at regulating the unruly sector. 
Many of these companies have 
been forced into liquidation. 
Only two have been allowed to 
continue op er atin g; but are fee- 
ing difficulties. 

Al Rayan depositors are 
already complaining about the 
terms of the agreement, espe- 
cially those who invested for- 
eign currency. These investors 
will receive their funds in 
Egyptian pounds at the E£2.34 
to the dollar exchange rate pre- 
vailing in 1988 - the year 
when the company’s activities 
were frozen. The current rate 
is &E2.76 to the dollar. 




Schlumberger 


SCHLUMBERGER THIRD QUARTER EARNINGS 

New York, New York, October 18 — Schlumberger Limited 
repeated third quarter net income of $147 mfllkxi compared to 
$114 mSUoD earned la the same quarter of foe previous year, an 
increase of29%. Bantings per share were $062 versus $0.48 in the 
previous year and abo grew at 29%. Operating revenue In the 
third quarter was $132 union compared with $141 billion in the 
previews year, an increase of 20%. 

For die first nine months of 1990, net income was $421 million, 
$127 per shares, compared to $288 million, $L22 per share, 
reported In foe previous year, excluding $35 miUion of 
extraordinary and unusual gains in 1989. 

Euan Baird, Chairman, stated that; "The momentum established 
during foe first half of 1990 continued to push nflfioM activity 
ahead wodd«vid& Total revenue in, foe efifieid was up 21 % while 
active dril ling rig count was up 8%. Introduction of neweovfaes 
co n ti nues to have a favorable impact on reve nu es." 

Wlft regard to foe Middle East he further died. The Invasion of 
Kuwait by Iraq on August 2 has created many political and 
eaaxunic uncertainties whose short teem effects on our burinese 
are impossible to predict. In foe longer term, however, tha 
chronic political instability of the Middle East Should spur 

Increased exploration and development far ofl elsewhere." 


Cerebos Pacific dampened 


By Joyce Quek in Singapore 

CEREBOS Pacific, the food 
group owned by Japanese dis- 
tilling group Suntory, saw its 
performance dampened by a 
foreign exchange losses of 
S$25m (US$l4.8m), its largest 
ever. As the figures were 
announced Mr J ohn Bittlsston, 
ma n ag i ng director and chief 
executive officer, resigned. 

■ Cerebos said the strengthen- 
ing Singapore dollar affected 
its performance, limiting 
growth in sales to 11 per cent 
at S$387.$n and trading profit 
to 9B per cent at S$G&9m. 


Group pr o fits rose due to the 
strengthening of the group's 
core businesses which were 
supported by strong contribu- 
tions from associates. After-tax 
profits of S$38£m were in line 
with its forecast Dividends 
were raised to 5 cents. 

Suntory bought the group in 
February from Rank Boris 
McDongall, the UK foods 
group. 

Mr Bittleston will be 
replaced by Mr John Skinner, 
director in charge of Austral- 
asian operations. 


NOTICE OF EARLY REDEMPTION 


Caixa Gera! de Depdsitos 

(A Stan credit InetirutkHy eatmblivhod 
under tha laws of the Republic of Portugal} 

Floating Rate Deposit Notes 193 

Notice is hereby given that in accordance with 
Clause 6(b) of the Description of die above Notes, 
Caixa Gaul deDepdsuos has elected to redeem all of tte 

ornstsmding Notes at par cm the next interest payment 

date, 30tn November, 1990. when interest on the Notes 
„ will cease to accrue. 

Repayment of principal will be made upon 
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Better than expected UK 
trade figures boost gilts 

By Deborah Hargreaves in London and Karen Zagor in New York 


FT GUIDE TO WORLD CURRENCIES 


The table below gives the latest available rates of exchange (rounded) against four key c u r r en ci es on Monday October 22.1990 In some r -w* the rate Is nominal. Market rates are the average of buying and selling 
rates except where they are shown to be otherwise. In some cases market rates have been calculated from those of foreign currencies to which they are tied. 


D-MARK YEN 

(X 100) 


(FrFr) 9.8W0 5.0743 33468 4.0285 

• Peseta) 184.85 443435 623549 75.2953 


D-MARK YEN 

(X 100) 


D-MARK YEN 

0(100) 


A GOOD set of UK trade 
figures gave a fillip to the mar- 
ket for gilt-edged securities 
yesterday where prices jumped 
ahead by almost, a Ml point 
^ Ye sterday* s data marked 
first time for several months 
that the trade figures had been 
much better than expectations 
and the numbers also proved 
the most encouraging in the 
current round of UK economic 
data.- They showed a current 
account deficit of £&45m for 
September, against analysts* 
projections of £L3bn, and fol- 
lowing a deficit of in 

August ; 

Gilts prices were weaker at 
the opening of the market in 
response to investors’ concern 
about the high level of wage 
settlements in the UK. But the 
release of the trade flat? i soon, 
added half a point to calces 
which remained strong for the 
rest of the day. . 

At the close' of trading, a 
benchmark 11 % per * yn t issue 
maturing in 2003/07 was 22 

GOVERNMENT 
BONDS 

ticks higher at 101% to offer a 
yield of 11.44 per cent hi the 
futures market, the long gilt 
contract rose from 83.18 to 84 
during -the course of the day. 

■ US Treasuries ended the day 
in a narrowly mixed range 
after moving lower in morning 
. trading as profit-taking Mt the 
market after overnight g«ina- 

ln late trading, the Trea- 
sury's benchmark 30-year bond 
was quoted £ lower at 99g to 
yield 8.75 per cent after losing 
more than 8 at mid-session. 
Shorter-dated maturities were 

■ down about A point. 

The Federal Reserve did not 
.intervene in the open market 
and Fed funds, the rate at 
'which banks lend to each 
other, ended the day at 78. 
below the perceived target of 8 
per cent 

Lower oil prices gave bonds 
same support and helped offset 
the negative impact of the bud- 
get debacle. November crude 
aQ was quoted down $5-41 a 
barrel at $2&38 in the after- 
noon, the biggest single-day 
move for a New York Mercan- 
tile Exchange crude contract 
' The fell in oil price s was trig- 

■ gered by nwramnnnpti reports 
• that Iraqi troops had started to 
[withdraw from, .parts of 
Kuwait In addition, Monday 
was the last trading day in the 


BENCHHANK GOVERNMENT BONDS 


Rad ' «Ht 

Canpoo DM* Mw Changa YUM ago 

: r i-rti asm 102-21 +08/32 UM 11-82 

SlQOO 03(00 06-08 + 18(32 11-42 11.40 

9300 KYOB 84-24 +20(32 1095 1131 


sfci 

253.7198 

7.4613 

15161 

340.9594 

0.5130 

151.8214 

5.7644 

2.7090 

5.0743 

16965 

224 8832 
03384 

3^ 

liSI 

0*595 

3.7572 

201.4256 

63204 

12036 

270 6843 
04073 
120.5295 
45763 

81507 

4.0285 

0.7938 

43224 

GbHV 

iazjSAaa 



587 lOn 

301.2314 

198.6802 

2391446 


US TREASURY * &750 08/UO 100-27 -01(32 0.B1 

8JS0 08(20 99-31 +01(32 8.75 

JAPAN NolU 4300 555 848829 +0354 7.71 

No 129 6.400 03(00 943423 +0365 7.44 


GERMANY 


■ mi 06(00 97.0000 +0340 830 


FRANCE STAN 9300 IK95 053839 +0340 10.12 1022 1042 

OAT 8300 03M0 893000 -0360 1Q.23 1038 1057 

CANADA * 10300 07(00 95.7000 -o555 1133 1130 11.12 

NETHERLANDS 9300 WOO 96-760Q -3.060 9-19 932 932 

AUSTRALIA 13300 07(00 ~ 97.7533 -0352 1341 1337 1337~ 

London closing, *dgnotas New York closing 

YtetdK Local raaitat standard Frleas: US. UK in 32nds, odtsr* in dadraai 

7mMw Data/ ATLAS mm Soorem 

November contract, and many existing issue. Many market 
long positions were uncovered participants are im p in g for a 
yesterday morning. reopening of September’s 133 

In the foreign -exchange mar- bonds which carried a coupon 
ket, the decline in oil prices of 73 per cent 
combined with technical trad- However, others believe the 
ing to help the dollar post mod- MoF could achieve cheaper 
est gains yesterday. In late foods amid the market’s cur- 
trading, the dollar was quoted rent strength and that it is 
at Y126.00 and DML5180, com- more likely to offer a coupon of 
pared with overnight lows in 7.1 or 7.2 per cent If this hap- 
Tokyo of Y125.70 and DML5020. pens, traders will be disap- 
In the absence of any eco- painted and look to December 
nomic news of note, bond mar- for the establishment of 
ket trad i ng was quiet yester- another benchmark since the 
day. The budget accord, or lack amount of 119 bonds in the 
of one, continued to exert a market are drying up. 
negative influence on the mar- The MoF could also go for a 
ket. Although a stop-gap smaller tranche of bonds on 
spending bill has been Wednesday, perhaps in the 
approved by the Senate and region of Y600bn to Y700bn 
signed by President Bush, since its ftmding requirements 
allowing the government to be are not so great towards the 
fmarif-pd until October 24 and end of the year, 
extending the temporary debt 

«»Hng of $3 r L95bn, a final defi- ■ IN GERMANY, the bund 
eft reduction is still w mrfm* experienced a volatile 

far from settled. day as foreign investors moved 

to buy German bonds and 
■ JAPANESE Government pushed futures prices up. The 
bonds traded in a narrow futures market saw prices rise 
range, but continued to firm from 8L92 at the opening to a 
despite a weaker yen. The drop level as high as 82-38. but then 
in. the oil price is offering the contract drifted back to 
strong support to the Japanese 81-94. 
nrarket where the yield on the Investors in the German 
119 benchmar k has now fallen market are still concerned 
to 7.71 per cent about an increase in bond issn- 

Traders report heavy buying once in the next few months 
from pension funds at the with a new issue of unity fund 
shorter end of the market - bonds rumoured to be 
three- to four-year bonds - launched in the next few 
which is lifting up prices along weeks. At the same time, they 
the yield curve. The healthy believe the D-Mark has peaked 
market conditions look like and will see some consolida- 
supporting a successful auc- turn, 
turn of November bonds on 

Wednesday. ■ FRENCH government bonds 

Traders are looking for the continued a week-long trend of 
Ministry of Finance to estab- stronger prices and the spread 
lish a benchmark bond with between German and French 
tiie November issue which bonds is getting narrower - 
could be made by reopening an dose to 120 basis points. 



Special Drawing RfgMs October 19,1990 United Kingdom £0.735777 United States SL44202 Germany West 0 Mart 2.16995 Japan Yenl 79.243 European Currency Unft Rates October 22,1990 

United Kingdom £0.698831 United States 5136482 Germany West 0 Mart 2.059«JapaD Y«172.103 


Abbreviation*: (a) Free rate; (b) Banknote rate; to) Commercial rate ; to) Controlled rate; <e) Essential imports; (g) Financial rate; 00 Exports; tO Hon commercial rate; (D Busbies rate; 
Ik) Buying mte; (D Unuy too*, (m) Martel rate,- In) Public transctloa rate; to) Official rate; W pre f erential rate; (q) convertible rate; (r) parallel rale. 

(si Selling rate; <u Tourist rate In) Comendes (bred against tfw US Dollar; 9 Kuwait Dinar UnavaJUMc.o Pern Inti Unavailable 
Some data supplied by Bank of America. Economics D epartmen t. Lt&tdoa Trading Centre. Enquiries; 071 634 4360/5. 


Some data supplied by Bank of America. 



TEADE ODEMKITT PLC 

MULTI-MARKET POLICY. Simplified credit protection 
against increasing risks in EEC and OECD countries. 


071-739 
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Consolidated tola for theBSN Group during the first nine months of 
JB90 earns to J^OJS billion French fimet compared with SBJt bUUon 
French, francs for the 1989 relevant period. 

The tala by Division break down, at follows : 


fmUHona of French francs) 


Tlvjry Pmrhwfn 

Grocery Products 

Biscuits 

Beer 

Champagne, Mineral water 

Containers — _ . 


Intra-Group sales . 


The 1990 figures of the Biscuits Division include the sales qf Belsn 
[France), Jacob’s (U.KJ and Saiwa (Italy), during nine months m 
1990, compared to four months i» 1989. 

On a comparable basis andunchanged exchange rates, the eoobttion 
by Division is as follows : 

Daily Products 10.046 

Grocery Products. 6.696 

Biscuits 3.7% 

Beer. 6.3% 

Champagne, Mineral water 20.9% 

Containers :. 6.8% 

GROUP 7.8% 


1990 

1989 

10,050 

7,762 

9,504 

5.469 

3315 

4^71 

9.486 

7.487 
7,805 
4,943 
8.137 
4,212 

41.171 

(975) 

37^)69 

(870) 

40,196 

36,199 


FRANCE’S LEADING FOOD AND BEVERAGE GROUP 


CHARGEURS SA 

has acquired 

PATHE CINEMA 


x\t/V 

R 

Rothschild & Cie 

August 1990 


OVERSEAS UNION 
BANK LIMITED 

US$100,000,000 

Subordinated Floating 
Rate Notes due 2011 

(Redeemable at the option at the 
Ncaefxraantfn 7986 and 2000) 

In accordance »Wi Ihe provisions 
ol the Notes, notice is hereby 
given that tf» rate of Interest lor 
the six months 23rd October, 
1990 to 23/d April, 1991 has 
been fixed at 8%%. The interest 
payable on the relevant interest 
payment date. 23rd April: 1991, 
will be USSl6.585.07 per 
US$250,000 Note. 

Agent Bank 

Chartered WestLB Limited 



RED NACtONAL DELOS 

ferrocarrles eshaAoles 

ECU 100.000,000 

Guaranteed FioaUng Rate Notes due 

2006 

Unconditionally guaranteed by 
The Kingdom of Spain 
Holdere of Notes ol ff» above issue 
are hereby notified that lor the interest 
penod from 24th October. 1990 to 24th 
January. 1991 the Mowing wi apply: 

IRarool interest; 10 % per annum 
2-imerBst Amount payable an 
interns! Payment Date: ECU 255.55 
per ECU tO. 000 nominal 
or ECU £55555 
per ECU 100,000 nominal 

3. Merest Payment Dale: 

24th January, W9i 
Agent Bank 

Bank of America 
International Limited 


Banca Nazkmale 
delTAgricoIttira S.p-A. 

(locorponUrd with Hooted liability la 
the Pepabte ol Ibtfy) 


LS5 150^00,000 
Floating Rale Depoeitary 
Reedpts doe 1992 

Meued by Bankers Trustee 
Company limited evidencing 
entitlement to payment of 
principal and Interest on deposits 
with Banca Nazkmale 
ddPAgrieohura S.p-A 

Notice is hereby given that 
the Rate of Interest has been 
fixed at 8-3125% for che in- 
terest period 23rd October. 
1990 to 23rd April, 1991. 

The Interest amount payable 
on 23rd April, 1991 will be 
USS 4,202-43 in respect of 
each receipt. 


Agent Bank 
39th October, 1990 


U.S. $40,000,000 


Sivensa Steel Investment Ltd. 

Incorporated In tho Cayman Islands with Bmted busty) 

Guaranteed Floating Rate Serial 
Notes due 1995 

Guaranteed by 

Siderurgica Venezolana Sivensa 

SAIaCtAt-SiAXtA. 

/ Incorporated in Venezuela n&r Brniad 8abms 
end domfcSed in Caracas. VBnanj&a) 


Interest Rate 

Interest Period 

Interest Amount duo 
22nd April 1991 per 
U.S. $100000 Note 
U.S. $250,000 Note 


9%% per annum 

22nd October 1990 
22nd April 1991 


U-S.S 4,73958 
U.S. $11348^6 


Credit Suisse first Boston limited 
Agent Bank 
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World Bank taps D-Mark 
sector with long-dated deal 


By Simon London 

IMPROVED sentiment daring 
the last week in the German 
bond market, against the back- 
ground of lower ofl prices and 
a strong D-Mark, allowed the 
World Bank to make the first 
straight, long-dated D-Mark 
bond issue since July. 

Over the past three months, 
borrowers including the Euro- 

INTERNATIONAL 

BONDS 


pean Investment Bank, Prov- 
ince of Saskatchewan and the 
Council of Europe have tapped 
the D-Mark sector with offers 
of longer-dated, floating-rate 
securities. But other issuers 
have chosen either to follow 
investors to the shorter end of 
the yield curve or stay out of 
the sector altogether. In addi- 
tion to the paucity of swap 
opportunities, the German gov- 
ernment is drawing funds 
away from the international 
market with its own heavy bor- 
rowing programme to finance 
reunification. 

Yesterday’s DM750m issue of 


10-year bonds via Deutsche 
Bank offers a 9 per cent cou- 
pon. The other International 
D-Mark bond issues with a 9 
per cent coupon are July's 
offering from Eurofima, and 
June's from the World Bank 
itself — hut both include a call 
option. 

T flinM»iipd at a price of 101%, 
the bonds traded late in the 
day at 99.90 bid; well inside full 
fees of 1% per cent At this 
level the issue offers a yield of 
9.01 per cent, just five basis 
points above yesterday's yield 
on 10-year German government 
paper. 

Elsewhere in the market, the 
European Coal and Steel Com- 
munity launched a L225bn 
5-year issue via Cariplo. The 
majority of the paper was 
feiirm up by Italian investors, 
who benefit from tax incen- 
tives when buying the paper of 
certain supranational borrow- 
ers. 

Primary market rumours 
continue to centre on possible 
Issues from Ontario Hydro. 
The borrower is taking the 
unusual step of vetting possi- 
ble syndicate members for 


trading links with South 
Africa, which it views as unde- 
sirable. A dollar and an Ecu 
deal are possible in the near 
future, but syndicate managers 
suggest that the details have 
yet to be fixed. 

In the secondary market, the 
yield differential of interna- 
tional dollar bonds over US 
Treasury paper Is continuing 
to widen. For example, last 
week's $l90m 10-year issue by 

Japan Highway was yesterday 
quoted at 60 basis points over 
the curve, compared with 55 
basis points on launch day. 
Similarly, the $300m seven 
year deal for. the European 
Investment Bank is trading 2 
basis points wider at 54 basis 
points over the curve. 

Bonds issued by the Repub- 
lic of Finland guaranteed 
agency Finnish Export Credit 
and state bank Postipankki 
held steady on news that 
Moody's Invest or s Service had 
downgraded debt issued by 
them to AA-L from Triple- A. 
The downgrading, which had 
been expected in the market, 
affects $6.8bn of outstanding 
debt 


Dresdner 
Bank issues 
PCs for 
first time 

By Katharine Campbell 

in Frankfurt 

DRESDNER Bank, the second 
largest German bank, is for 
the first time Issuing a class of 
supplementary capital — 
Genussscheine or profit partic- 
ipating shares (PCs) - as a 
means of e xpanding its capital 


Tailored securities cutting a dash 

Simon London examines the appeal of structured private placements 

A gainst a background at been worked out are potential busings is disclosed. Kiein- notoriously 

depressed public bond issuers approached, usually wort Benson alone estimates Jjort te structured iflaav 
markets, comnlex with the welcome offer of a that it will place around 


D-MARKS 
World Bar* (a)* 


NEW INTERNATIONAL BOND ISSUES 


Amount m. Coupon % Mm MUn fly F«M Book itnwaor 
750 9 101*2 2000 I^W/Ua Doutschs Bk 


Eura.Coal 0 Steer Gomm.(a)+ 225tm 


.YEN 

Mitsui Real Estate (a) + 7bn 

Mitsui Real Estate(bj# Sbn 


1V1% Cariplo 


V 

No mu ra Int 
15|/1 *jj Nomura Int 


-*-*Prtvnto placement. SConvertKXe- fWlth equity warrants. ^Floating rats note. ♦Final terms, a] Noivcallabto. b) Coupon 
payable sam (-annually. Non-eallabte. 


Canadian banks 
seek clearance 

By Robert Gibbons 

in Montreal 

THE three biggest C anadian 
chartered banks are to seek US 
regulatory clearance to allow 
their brokerage subsidiaries to 
trade stocks and bonds of 
Canadian companies freely in 
the US. 

They are Royal Bank of Can- 
ada, Canadian Imperial Rank 
of Commerce and Bank of 
Nova Scotia. They have filed 
on behalf erf their broker sub- 
sidiaries RBC Dominion Securi- 
ties, Wood Gundy and Scotia 
McLeod. 


Auction postponed in US 


By Deborah Hargreaves 

THE US Treasury was 
yesterday forced to postpone 
another auction of $i9-2fan of 
three-month and six-month 
Treasury bills because erf Con- 
gress’s failure to pass legisla- 
tion raising the US debt 

miHng 

The Treasury cannot issue 
government paper exceeding a 
temporary debt ceiling of 
$3,l95bn which is not being 
increased because of the pro- 
longed wrangling over the 
budget 

The Treasury put off an auc- 
tion on Thursday of 52-week 


bills and is expected to post- 
pone today's planned sale of 
$i2bn of two-year Treasury 
notes. 

While it is not unusual for 
the Treasury to postpone its 
regular auctions of govern- 
ment debt the timing could 
make it difficult for the market 
to swallow when they are 
rescheduled at a later 

datp. 

The government is due to 
announce plans for a major 
quarterly refunding next 
Wednesday in a sale that is 
expected to total $30bn. 


While Dresdner says it 
meets the Basle capital ade- 
quacy test comfortably - with 
around 5 per cent each of tier I 
core capital and tier II supple- 
mentary funds currently - all 
German banks are likely to be 
faced with the need to raise 
extra tier n funds to meet EC 
capital guidelines when they 
are written into national law. 

This is because the German 
authorities are taking a 
stricter view as to what they 
will permit as equity capital; 
revaluation reserves, notably, 
are not deemed to pass the 
test. In contrast to the position 
In most other countries. 

The bank is aiming to raise 
a total of DM500m in 14-year 
paper that offers an effective 
fixed yield of 9.4 per cent One 
PC is being offered per 72 ordi- 
nary shares held. There is an 
issuer call and investor put 
right from the end of June 
1999. 

In a generally weaker mar- 
ket yesterday, Dresdner shares 
shed DM4 to dose at DM381. 
Dresdner*s PCs differ from 
most such instruments in that 
they are neither tied to the 
yearly dividend payout nor 
carry an attached warrant or 
option an Dresdner stock. One 
reason for the latter is that 
Dresdner is not prepared to 
create warrants based on the 
current stock price, which it 
regards as too low. 

Instead, it is offering PCs 
with a coupon of 9.5 per cent, 
at an issue price of 98.25. The 
lower 9.4 per cent effective 
yield arises because the inter- 
est payment can only be made, 
after the annual meeting, on 
June 30 of each year. 

The PCs carry no voting 
shares, and are offsettable 
against tax for the issuer. 
They count as risk capital 
because holders participate in 
balance sheet losses, and r ank 
for payment behind all other 
bank creditors, though before 
ordinary shareholders. 


A gainst a background of 
depressed public bond 
markets, complex 
"structured" private place- 
ments are providing a welcome 
stream of income to otherwise 
hard-pressed financial institu- 
tions. 

The term "structured place- 
ments" covers a broad range of 
securities. At one end of the 
spectrum it includes straight 
debt securities of the type 
placed by UK corporations in 
the US, which are structured 
only in the sense that the 
underlying covenants are 
tailored for the investor. 

At the other extreme, it 
covers securities which can 
incorporate a whole armoury 
of interlocking arbitrage fea- 
tures - applying liability risk 
management tools to thp other 
side of the balance sheet. In 
these austere times financial 
engineering is not dead, it has 
just moved out of the public 
eye. 

A stream erf UK companies 
has tapped the US private 
placement market over Th** last 
18 months with tailored securi- 
ties. This month Clyde Petro- 
leum and Pilkington have 
become the latest companies to 
raise fluids from US institu- 
tional investors by placing 
securities with tailored 
covenants. 

In the main, these transac- 
tions are completed outside the 
SEC rule 144a which was 
designed to open up the US pri- 
vate placement market to over- 
seas borrowers. Placements 
under rule 144a have to be 
tradeable, so covenants tend to 
be simple - "cookie cutter” 
covenants, in market parlance. 
Yet the main attraction of pri- 
vate placements for institu- 
tional investors is that cove- 
nants can be tailored to yield 
specific credit risk or tax 
advantages. 

However, UK companies 
have so tor been loth to issue 
more sophisticated forms of 
structured instruments 
embraced by US corporations. 
These more complex struc- 
tured placements are often a 
hybrid between traditional 
debt securities and derivative 
finan cial products. The busi- 
ness is investor-driven, with 
deals structured to offer the 
investor a specific package of 
currency, interest rate, equity 
and even commodity risk expo- 
sure - but embedded in a 
tailored security. 

Only when the structure has 


been worked out are potential 
issuers approached, usually 
with the welcome offer of a 
one-off tranche of sub-Libor 
funding. A risk management 
parfcag B for the issuer is gener- 
ally offered , as part of the cteaL 
Alternatively, the arranging 
bank itself will act as the 
issuer, provided the funding 

fails within internal borrowing 

targets. 

Securities which Incorporate 
both coupon income ana cur- 
rency or interest rate exposure 
are not uncommon in the 
public bond markets. For 
example, a number erf publicly 
traded Eurobonds now feature 
a fixed coupon linked to a for- 
mula based on the yen/Austra- 
fom dollar exchange rate. But 
these "public" offerings are 
only the conspicuous tip of a 
much larger structured securi- 
ties market and are often listed 


business is disclosed. Kleln- 
wort Benson alone estimates 
that it will place around $lbn 
with US institutions for UK 
corporations this year. 

Leading US banks active in 
the area, such as JJP. Morgan, 
Salomon Brothers and Bankers 
Trust, publicise a few bigger 
deals. For example, last week 
Manufacturers Hanover 
amiounced details of a Y2bn 
five-year ula cpn ient for CriSdit 
Mutuel, the French institution, 
targeted at a Japanese 
Investor. 

ThB placement, documented 
as a loan rather than a bond, 
carries a straight coupon for 
2 % years before switching to a 
reverse floating-rate note. 

This structure offers an 
exposure to Interest rates in 
the early 1990s, which in this 
case the investor obviously 
expects to fall. 


In these austere times financial 
engineering is not dead — it has just 
moved out of the public eye 


only because the investor is 
limit ed to buying listed securi- 
ties. 

For the arranging banks, 
structured private placements 
are profitable and low-risk, 
incorporating none of the 
underwriting risk associated 
with finely-priced public offer- 
ings. If a deal fails to take-off, 
if for gwwnpia no issuers are 
prepared to back the deal, the 
hank has lost nothing but back 
office costs and a little good- 
wUL Because the risk is small, 
deals can be just £5m oar less, 
although bigger structured 
placements reach £100m or 
more. Some deals offer a 
short-term embedded hedge of 
just one month, other struc- 
tured securities run for more 
than 10 years. 

Few market participants will 
guess at the size of the struc- 
tured placement business. The 
existence and structure of 
many deals remains a closely 
guarded secret None of the 
leading UK houses active in 
the market, including Schrod- 
ers, Warburgs. Barings and 
Kleinwort Benson, will publi- 
cise their highly structured 
deals. 

Others active in the area, 
such as Nippon Credit Interna- 
tional and Westpac, are equally 
coy. As a rale, only the more 
straight-forward placement 


The main demand for struc- 
tured placements comes from 
Japanese, US and European 
institutional investors hungry 
for derivative instruments, but 
denied access to swaps and 
options by either their own 
internal guidelines or the rules 
imposed by regulatory authori- 
ties. There is a booming busi- 
ness in "packaging" the fea- 
tures of swaps and options to 
make them acceptable to mar- 
ket regulators. 

There is particular demand 
from portfolio managers who 
face multi-currency exposure 
but are denied access to 
"naked options” - where the 
option is held without an 
underlying holding of stock. 
Deals are structured without 
the language of options but 
with repayment linked to a 
formula incorporating option- 
style risk. 


O ther structures are 
driven by tax or 
accounting consider- 
ations. The vagaries of Japa- 
nese accounting are a gold 
mine for structured placement 
engineers. Japanese investors 
are also prepared to take 
long-term portfolio decisions 
and will therefore accept illiq- 
uid Instruments designed to be 
held until maturity. In con- 
trast, UK fund managers are 


notoriously equity-led with 
short-term investment hori- 
zons, and the structured place- 
ment market is the UK 
remains strictly limited. 

Securities Incorporating 
stock index . option features 
have been an area of particular 
growth over the past two 
years. For example. US insur- 
ance companies - have been 
denied access -to overseas 
equity markets beyond thresh- 
olds prescribed by the Securi- 
ties and Exchange Commis- 
sion. Yet a structured 

placement ostensibly issued by 
a US corporation but Incorpo- 
rating an option on an. over- 
seas stock-market index is 
deemed to be a domestic seen-, 
rity for regulatory purposes. 

Commodity , risk exposure to 
on gold and other metals has 
also been used as a basis for 
placements. For example, an 
investor with a large gold port- 
folio holding xnay want to buy 
a security linked to the com- 
modity price although access 
to the commodity futures mar- 
ket is denied by articles of 
association. - 

Moreover, as the primary 
structured placement market 
has developed, so a form erf sec- 
ondary market has evolved in 
iwr»nrf. Arranging banks are 
increasingly willing to act us 
brokers, finding buyers for 
placements that were written 
some yearaago but have out- 
lived their usefulness for an 
Investor. . 

Banks are also willing to dis- 
mantle structured placements 
and take on the embedded 
risks themselves. The institu- 
tions which have invested time 
and expertise in structured 
products could soon be reaping 
a reward in terms of secondary 
business. 

Although no current market 
figures are available, the busi- 
ness appears to be healthy. The 
Gulf crisis has introduced ele- 
ments of uncertainty that are 
impossible to hedge, driving 
investors -into short-term 
instruments or cash. Although 
even here the flexibility of 
structured placements has won 
new adherents. 

ftankw are simply designing 

nmMnnmth p hnnmfitita that nan 

be rolled over for up to five 
years at the option of the 
holder- While the appetite of 
Tokyo fund managers has less- 
ened this year, European and 
US institutions are be ginnin g 
to understand and accept 
structured securities. 
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RISES AND FALLS YESTERDAY 


British Fowls 

Corporations, Dominion md Foreign Bonds — 
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Financial and Propertks 
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LONDON TRADED OPTIONS 



THE LONDON derivative markets 
remained suspicious of any 
recovery in equity prices, fearing 
that the decline in oil prices was 
technical and could easily be 
reversed. 

For the first half of the day. the 
December FT-SE 100 contract 
showed only small gains, despite 
the strong advance during the 
previous session on Wall Street 

The release of the latest UK 
trade figures, which were better 
than expected, prompted a email 
rally in futures. Further advances 
took place before Wall Street 
opened on hopes that US equities 
would continue their rally. 

Those expectations were ful- 
filled and London moved cau~ 
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tlously higher during the after- 
noon. However, there remained a 
worry that the factors behind. the 
US rise — lower oil prices and 
hopes tor a resolution of the bud- 
get crisis — could prove only 
temporary. 

December closed 25 higher at 
2,162, while Its premium over the 
cash index ended at SO points. 
According to brokers' calculations 
of the cost of finance and future 
dividend payments, December 
should stand only 35 points above 
the cash Index. 

The options market also 
reflected some Investors' more 
cautious stance. Kleinwort Ben- 
son was said to have been a 
seller of 2.500 December 2.400 
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calls and was believed to have 
hedged in tin. futures, market 
. Overall turhover'leveto were lit- 
tle changed. A total of 30,007 con- 
tracts changed' hands and was 
weighted towards puts. However, 
in the FT-SE options dealing was 
busier, with 10,027 Iota traded, up 
from 8,158. 

Among the stock options, Brit- 
ish Steel was the busiest after 
James Capet marketmakers 
bought 3J>00 January 140 calls at 
Ihp In a bullish trade. 

Dealing In Potty Peck options 
was resumed tor the purposes of 
clearing outstanding positions. 
Activity was concentrated in pula 
and the trading implied a shore 
price of 12p to ISp. 
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Only 3.6% take Pigment bargain could be a pig in a poke 

^ , , . _ * ~B_ a _ . r | 1 HE PRECIPITATE fall ues TUaide at little more than dean up its plants, which dls- ■ mented. The company's neeoti 

II l| T ■% / ITI §*| IJIITG I from grace of the Cook- twice its 1989 pre-tax profits of charge large quantities of add, a ting position will he mud 

1^ ww 9 111 M. 12111 IkJ A son Group over the past £200m on titanium dioxide and to introduce new technd- stronger and it will not have t 

■*“ ° year, and particularly the sales of STOQm. ogy. 'noside is operating at a deal with would-be purchaser 

* ‘ Yf 7 rumoupdriven collapse in its But Mr Michael Henderson, competitive disadvantage to from a position of financia l dh 

I GGllA . m/%/ QpA share price last month, caused Cookson chairman and chief Du Pont and some other impor- tress, he added. 

-l-fc3t3V4lm*' II tl lll f f ^|vv concern not rally in the City ex e c utive , says the historic fig- tant competitors, which use an Both Cookson and ICI yestet 


By Andrew MU 

WACE GROUP, the pre-press 
services group which krnnrfa*d 
a £37m convertible share i«n> 
on the .eve of the Iraqi invasion 
of Kuwait, revealed yesterday 
t hat o nly 3-6 per cent of. the 
rights had been Mean up hy 
erteHrig shareholders. 

T he rest of the issue was left 
with the underwriter, Barclays 
de Zoete Wedd, and more n«" 
SO sub-underwriters. 

De Zoete & Sevan, broker to 
the issue, said yesterday: “ft 
wasn 't, surprising given the 
way the ordinary share price 
moved." 

The rights issue coincided . 
with the company's £12m 
agreed hid for its rival Park- 
W Group and the proceeds 
will be used to offset Park- 


Wace Croup 

Share price (pence) 
380 



The terms attached to the 8 
per cent convertible preference 
shares suggested an effective 
conversion price of 350p per 
ordinary share. But mnng the 
rights issue and acquisition 
were announced on August 1, 
Wace shares have fallen from 
326p to yesterday’s closing of 
186p, down (Span the day. - 
Ihey non stand at their low- 
est paint since early 1988, in 
spite of the August announce- 
ment of interim pre-tax profits 
at the top end of City expecta- 
tions. ' 

' Wace is regarded as one of 
the "strongest companies in the 
depressed market for pre-mess 
services - preparing photo-: 


Mixed new business for 
London and Manchester 


LONDON AND Manchester 
Group, the Exeter-based life 
insurer, reported a mixed set of 
new business results, with an 
increase in animal premium 
business offsetting a ten-off in 
revenues from new single pre- 
miums, writes Richard Lapper. 

Total new annual premiums 
rose nearly 12 per cent, from 
£3L9m to £35.7m, in the first 
nine months of 1990. New 
annual premiums at the life 
broker division expended by 25 
per cent to 08.110, reflecting 
the continuing expansion in 


tied agency network. A further 
14 agents have been added 
since June 30, bringing the 
total to 652, compared with 572 i 
at the end of last year. 

Total single premiums were 
down by 19 per cent to £47 An. 
New single premium pensions 
business was worst hit, felling 
25 per cent to £l&2m. 

Mr John Thomson, chair- 
man, blamed the depressed 
economic climate and uncer- 
tainties in the corporate pen- 
sions sector as a result of 
recent legal judgments. 


graphs for magazine or poster 
publication - but observers 
suggested yesterday that 
shar eholders had spumed the 
issue partly because they were 
worried about Wane’s ability to 
revive Parisway. Only L34m of 
the 37.5m convertible shares 
provisionally allotted were 
taken up. They now trade at 
73p compared with the rights 
price of lOOp. 

This is the third Wace cash 
call to have fallen foul of a 
weakening stock market The 
first was armo m-irwii at the end 
of September 1987 and 3&9 per 
cent of the rights were eventu- 
ally taken up. About 80 per 
cent of a second issue, 
launche d just before last Octo- 
ber's mini-crash, was left with 
the underwriters. 


T HE PRECIPITATE tell 
from grace of the Cook- 
son Group over the past 
year, and particularly the 
ramoundriven collapse in its 
share price last month, earned 
concern not oily in the City 
but also up the Thames at the 
Mil Thank headq uarter s of the 

giant chemical group 1GL 
By the beginning of Septem- 
ber Id executives were begin- 
ning to worry that Cookson’s 
debt problems might affect the 
stability of Ti oxide, the world’s 
second largest paint pigment 
maker, which is owned jointly 
by ICI and Cookson. At the 
same time ICI scented an 
opportunity to take sole con- 
trol of Tioxide at a bargain 
price. 

Meanwhile the directors of 
Cookson, (me of the UK's larg- 
est industrial materials groups, 
faced irresistible pressure from 

financial hntihitimn tO reduce 

the company’s debt load, as its 
trading position deteriorated 
and interest payments moved 
dose to the dangerous point 
where they would be less than 
two times covered by earnings. 

That was the starring point 
for the negotiations which 
ended late cm Sunday evening, 
with Cookson agreeing to sell 
its 50 per cent share in Tioxide 
to Id for £l60m. Cookson will 
also receive an interim divi- 
dend of £llm from Tioxide for 

fJiR n rrr pn t financial year. 

In terms of historic earnings, 
ICI certainly seems to have 
squeezed extremely advanta- 
geous terms out of Cookson’s 

financial rtictrf ys. The (teal val- 


ues Tioxide at little more than 
twice its 1989 pretax profits of 
£200m on titanium dioxide 
sales of £700 hl 

But Mr Michael Henderson, 
Cookson chairman and chief 
executive, says the historic fig- 
ures give a very misleading 
impression of Tioxide’s pros- 
pect for the 1990s. 

Tin ring tho gPcrniH half of the 

lS80s Tioxide was a very lucra- 
tive source of cash for its two 
shareholders; demand for tita- 
nium dioxide, a brilliant white 
pigment for paints, plastics 


clean np its plants, which dis- 
charge large quantities of add, 
and to introduce new technol- 
ogy. Tioxide is operating at a 
competitive disadvantage to 
Du Pont and some other impor- 
tant competitors, which use an 
environmentally more accept- 
able process, 

Mr Henderson said Ttoride’s 
capital expenditure require- 
ments could be as much as 
£700m over the next five years. 
ICI put the figure much lower 
- in the region of grnQm Ana- 
lysts say that both sides may 


Clive Cookson details the sale 
of Cookson’s 50% stake in Tioxide 
to its partner ICI 


and other materials, increased 
steadily and production capac- 
ity remained limited. Cookson 
received £200m in Ti ox i de divi- 
dends between 1965 and 1989. 

But in 1990 industrial 
demand for the pigment has 
fall en sharply so has its 
price. 

“Only today Du Font [the 
largest titanium dioxide 
maker] announced another 
reduction in the dollar price,” 
Mr Henderson said last night. 

As more production capacity 
comes on stream during the 
early 1990s, including a new 
Tioxide plant in Malaysia, the 
pi gment is likely to stay over- 
supplied, Cookson believes. 

And Tioxide feces capital 
expenditure running into hun- 
dreds of millions of pounds to 


be exaggerating to make their 
point, and the true investment 
requirement is likely to be 
between £330m and £400m. 

The Tioxide sale will reduce 
Cookson’s net debt to a level 
well below £400m, said Mr Fer- 
gus Munro, finance director, 
“ft wifi take the interest cover 
to between three and four 
times." 

“Following the disposal," 
said Mr Henderson, “Cookson 
wifi focus its management and 
financ ial resources on its core 
activities in ceramics, plastics 
and metals." 

Cookson will still be looking 
for further disposals of busi- 
nesses that do not fit in with 
its long-term strategy. “But the 
Tioxide deal takes the pressure 
off," Mr Henderson com- 


- mented. The company’s negoti- 
ating position will be much 
stronger and it will not have to 
deal with would-be purchasers 
from a position of finanr«fa | dis- 
tress, he added. 

Both Cookson and ICI yester- 
day expressed confi d en ce 
the Tioxide deal would survive 
scrutiny from the European 
Community’s merger control 
authorities. But some analysts 
said that it could run into trou- 
ble, as ICI would become the 
owner both of the world’s larg- 
est paints business and of the 
second largest pigments sup- 
idler. 

Mr Henderson said it was 
possible, now that the deal was 
public knowledge, that another 
company would come in with a 
bid either for the whole Tiox- 
ide business or for Cookson’s 
half - s hare. 

Under the agreement, if ICI 
sells more than 50 per cent of 
Tioxide before the end of Feb- 
ruary 1991, Cookson will be 
entitled to a prespedfied share 
of profits from such a sale. ICI 
says it “has no present inten- 
tion to make any such sale” 

A ccording to Mr Hender- 
son, the Tioxide sale 
secures the future of 
Cookson as a leading industrial 
materials manufacturer. On a 
personal level, he says: “The 
most difficult thing over the 
last few weeks has been not 
being free to explain what 
we're doing. I feel extremely 
relieved that we can now start 
to tell the real story." 

See Lex 


Beazer loan broke 1985 Companies Act 


By Maggie Urry 

BEAZER, the heavfiy-indebted 
housebuilding, contracting 
awd building materials group, 
broke the Companies Act 1985 
by lending £350,000 to Mr Alan 
Chappie, the group’s finance 
director, so that he could buy 
a house. 

The group admitted the 
breach of Section 330, which 
forbids companies making 
loans to directors, in its latest 
accounts, for the year to June 
30. They align show that the 
group’s high level of debt was 
reduced by £25&8m and that 
profits were boosted by a pen- 
sion fond credit 

Beazeir's shares were 
unchanged yesterday at 90p. 

Mr John Miners, director at 
accounting, said that the 
group had told the Depart- 


ment of Trade and Industry 
and the Stock Exchange about 
the “technical breach" of the 
Companies Act He said a 
“slap an the wrist" had been 
administered but Beazer had 
been told it would not be pros- 
ecuted. 

The loan was made to Mr 
Chappie in July 1989 as a tem- 
porary bridging facility and 
was only spotted by the 
group’s joint auditors in Sep- 
tember this year when they 
saw the accounts. Mr Chappie 
then repaid the amount out- 
standing. 

The accounts also show that 
group profits before tax and 
exceptional items of £95.5m 
(£13Llm) included a credit of 
£lL6m (nil) because of a sur- 
plus In the US pension 


scheme. Mr Miners said cred- 
its in future years would 
depend on what assumptions 
were made. 

Beazer had net debt at the 
year end of £880 .5m (£i.l3bn), 
representing 83.7 per cent (99 
per cent) of shareholders* 
funds. Of the reduction in 
debt, Mr Miners said £122m 
came from exchange rate 
moves, particularly on the dol- 
lar borrowings, which form 96 
per cent of the totaL Sterling 
rose from $1.55 to $1.74 during 
the year. 

Beazer also sold trade debt- 
ors to repay debt At the year 
end trade debtors with a face 
value of 21 18.7m had been 
sold, and the discount and foes 
related to this programme 
totalled £10 .9m, shown under 


“other expenses". 

Mr Miners said this repre- 
sented a lower cost than the 
10.1 per cent average rate of 
interest the group was paying 
on its debt during the 1989-90 
year. 

The accounts also show that 
under US accounting princi- 
ples, Beazer’s fully diluted 
earnings per share would have 
been 7R2p (26Jp) rather than 
the reported 21 .Sip (29.9p). The 
difference is largely explained 
by a £29m extraordinary debit 
relating to the write-off of 
Beazer’s investment in Girvan 
Corporation, an Australian 
group which went into receiv- 
ership. Under US accounting 
principles this debit would be 
included in net income. 


WE COULDN’T 
REACH YOU BY 
PHONE 

SO WE PLACED 
THIS AD. 


This ad will never be engaged. 

It wifi never need to ring yon back. 

How many businesses could make such 
claims for (heir telephone systems? 

Fortunately, there's an answer. A Telephone 
Management System from Systems Reliability. It 
monitors your telephone system 24 hours a day, 
and pinpoints over-used and under-used extensions. 

With this information, you can streamline 
your operation to the best advantage. Ensure faster 
call answering to improve both your call handling 
and your corporate image. Allocate call charges to 
specific clients. Even identity those areas where 
problems may occur. 

Clear and accurate reports let you check the 
performance of your network. And ensure your 
company's growth is both manageable and 
profitable. 

Before we place another ad, make a call 
Ring Systems Reliability on (0582)482062 for your 
free comprehensive guide to Telephone 
Management. 

5 y s t e m s 
Reliability 
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TOKYO TRUST S.A. 

INTERIM DIVIDEND 

An interim Dividend of US$0.06 per share will be payable on 
9th November 1990 to holders on the Register on 2nd November 
and to holders of the Beater Shares against presentation of 
coupon No. 35 at the Paying Agcnt:- 

Singer & Fried! ander Ltd 

21 New Street, London EC2M 4HR 
OR 

Kredietbank S.A. Luxembouigcoisc 
43 Boulevard Royal, Luxembourg 

By order of the Board 
TOKYO TRUSTS.A. 



ARAB INTERNATIONAL BANK 
BALANCE SHEET 

June 30, 1990 and 1989 
( Expressed in thousands of US dollars) 


iJj nl I LJpzJ I LajmJ I 


ASSETS 

Cash and due from banks 
Time deposits 

Negotiable certificates of deposit 
Investments : 

Marketable notes and bonds 
. Equity participations 
Loans and advances, less provision 
Accounts receivable and accrued interest 
Property and equipment 


1222 

39,024 

1 , 131,721 

280,000 

46,192 

101,994 

553,924 

36,208 

58,073 

2 ^ 47,136 


1989 

24,125 

1 , 004,566 

250,000 

41,699 

104,627 

558,193 

34,894 

57,527 

2 , 075,631 


LIABILITIES AND SHAREHOLDERS 1 EQUITY 

Demand deposits 
Time deposits 

Accounts payable and accrued interest 
Proposed dividends 

Total liabilities 

Shareholders' equity : 

Share capital 
Statutory reserve 
General reserve 
Retained earnings 


Total shareholders' equity 


1990 

1989 

211,689 

177,180 

1 , 701,266 

1 , 577,430 

76,779 

64,958 

6,600 

6,600 

1 , 996,334 

1 , 826,168 

165,000 

165,000 

. 37,020 

35,737 

47,480 

47,263 

1,302 

1,463 

250,802 

249,463 


2 , 247,136 


2 , 075,631 


Liabilities under credits, guarantees and acceptances 


353,455 


379,921 


Mr. ABDULLATIF A- EL KTB 
Managing Director 


Dr. MOSTAFA KHALIL 
Chairman 


Head Office: 

Cable Address: 
Tfekac 


TWcpbone: 


35 Abdd Khalek Sarwat Street, Cairo, 
Arab Republic of Egypt, 

ARAB INBANK 

92079 AIB - 92296 UNCON UN 

22301-21717 - 21718 

- 21719 -AIBEX UN 

3918794 - 3916391 - 3916492 - 3903236 

3919663 - 3905381 - 916850 - 916199 


-Dealing Room Hx 21316-92341 -92098 -AIBEX UN 
Fax: 3916233 


Alexandria Branch: 2 El Horreya Avenue, Alexandria, 

Arab Republic of Egypt, 

Tfelex: 5443 1 _ 54434 AIB LX UN 

Telephone: 4836775 - 482968 1 - 4829873 - 4830328 - 4836014 

Fax: 4833230 

Port Said Branch: 57 El Goroboreya Street, Port Said, 

Arab Republic of Egypt. 

Telex: 63273 AIBPS UN 

Telephone: 223739 - 227623 


El Ikhrir Branch: 1U3 ComicheEl Nil Street, Cairo, 

Arab Republic of Egypt. 

Telex: 20113 - 23112 - 21614 AIBER UN 

Telephone: 743448 - 750781 - 750782 - 753228 - 753448 

Bahrain Branch: Diplomat Tower - Diplomatic Area 

Road No: 1705 - Block 317, M anama , Bahrain, 
tfelex: 9489 AIBBAH BN - 9538 AIBEX BN 

Telephone: 531612 

Heliopolis Branch: (Under Establishment) 
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Mixed fortunes 
as Hammerson 
dips to £33.6m 

By Vanessa Houlder, Property Correspondent 


THE HAMMERSON Property 
Investment and Development 
Corporation, the UK’s third 
largest property company, yes- 
terday revealed a fall from 
£38.2m to £33. Bm in pre-tax 
profits for the six months to 
June 30. 

An increase in rental income 
was offset by a reduction in 
profits from disposals and a 
rise in financing costs. 

Mr John Parry, managing 
director, said that net rental 
income, which rose by £4.7m to 
£56 Jim, was increasing in line 
with the forecast made In the 
1988 defence against the bid by 
Hodamco, the Dutch invest- 
ment group. This predicted 
that UK income would increase 
by 100 per cent and world-wide 
income by 70 per cent by 
December 1993. 

Hammerson, which has the 
most international spread of 
business of the UK property 
companies, experienced mixed 
fortunes in all its markets, 
with the exception of continen- 
tal Europe where rental 
growth was strong. 

In the UK, which accounts 
for 38 per cent of the portfolio, 
City office rentals were under 
strain while most shopping 
centres were holding up well, 
he sa id. 

The profit of £5 -41m (£9.75m) 
'from disposals was the third 
tranche of the proceeds from 
the sale of River Plate House 
in London. Mr Parry said he 
expected profits from disposals 
for the year would match 
last year's £14m total, 
through sales of German prop- 
erty. 

Mr Parry said that Hammer- 
son was looking for acquisi- 
tions that would bring its UK 
weighting close to 50 per cent. 
In the past six weeks, he had 
begun to see some prime city 
offices and retail properties 
appear on the market at 
acceptable yields. 

Hammerson, which has gear- 



Sydney Mason: Hammerson 
chairman 

ing of 44 per cent, has £250m of 
undrawn committed facilities 
available for acquisitions, 
although it is adamant that 
interest charges should not 
exceed rental income. 

The company is also plan- 
ning to expand in France, Ger- 
many and Spain. It said it had 
been looking at possibilities in 
parts of eastern Germany, 
notably Dresden and Leipzig, 
but had been deterred by the 
lack of infrastructure. 

Terms have been agreed 
with National Power for the 
leasing of two thirds of Domi- 
nant House, Hammerson’s 
155,000 sq ft office development 
in the City of London. 

Financing costs increased 
from £20.26m to £24m, result- 
ing mainly from the refinanc- 
ing of the C$80m A preference 
shares. 

Earnings per share 
decreased from I5J27p to 12. 7p. 
An unchanged dividend of 3-5p 
is declared. 

See Lex 


DIVIDENDS ANNOUNCED 


Current 

payment 

Dale of 
payment 

Corres - 
ponding 
dividend 

Total 

for 

year 

Total 

last 

year 

Allied Ldn Props fin 

2.455 

Jan 3 

g ?JS 

3.53t 

3.3 

Clydesdale Imr fln 

2.45 

Jan 7 

2.6 

3.45 

3.1 

Darby § - ini 

1 3. 

Jan 28 

1 2. 

. 

3.3 

Hammerson Prop int 

3.5 

Dec 10 

3-5 

_ 

19.5 

Lucas Inds — -fin 

4.9ft 

Jan 18 

4.5 

7 

fl-25 

Monrat § fin 

nil 

- 

1 

0.5 

1.5 

Scot Met Prop fin 

*22 

Jan 7 

3.75 

6. 75 

6 


Dividends shown pence per share net except where otherwise stated. 
“Equivalent after allowing for scrip issue, ton capital increased by 
rights and/or acquisition Issues. §USM stock. ftCarries scrip option. 


Severn 
Trent seeks 
to lapse 
Caird offer 

By Andrew Bolger 

SEVERN TRENT, the 
recently-privatised water com- 
pany, wants to lapse its lOOp 
per share offer for Caird 
Group - in spite of yesterday 
announcing that it had 
received acceptances from 
owners of 56-2 per cent of the 
waste management group's 
ordinary shares. 

Severn Trent has asked the 
Takeover Panel for permission 
to withdraw its hostile £73m 
cash bid and also to be given 
the option of submitting a 
lower offer. It is hoped the 
Panel will rule - at least on 
the first question - today. 

Caird s bares yesterday 
closed 5p lower at 52p, while 
Severn Trent shares rose Gp to 

202p. 

Caird last week recom- 
mended that its ordinary 
shareholders should accept the 
offer. Severn Trent yesterday 
extended its offer until next 
Tuesday, pending the Panel’s 
ruling. 

The water company made its 
offer conditional on Caird 
repeating a forecast, given on 
September 4, that it would 
make pre-tax profits of £&5m 
in the 18 months to December 
31. In fact, Caird said last 
week it would make only 
£7. 15m, and made extraordi- 
nary provisions of £4.89m to 
cover anticipated losses and 
closure costs. 

Severn Trent is also consid- 
ering suing Caird over losses 
which the water company has 
Incurred in building a 29.98 
per cent stake in the waste 
group, on the basis of Caird's 
results and profits forecast 

Caird contends the profits 
forecast was not audited and 
that Severn Trent was warned 
before the bid was launched 
not to place too much reliance 
on the £8JSm figure. 

Severn Trent said it had 
received acceptances from 
owners of 16.7 per cent of 
Caird’s preference shares, for 
which it offered 60.3p per 
share. Caird has advised its 
preference shareholders to 
hold out for more. Yesterday 
the pretence shares closed 2p 
lower at 43p. 

The water company was also 
concerned by Caird’s defence 
document, which referred to 
17.6m cu m of existing and 
void space with planning per- 
mission for landfill at 24 of the 

g r o up’s 28 landfill and minsral 

sites. 

Analysts said they had ear- 
lier understood from Caird it 
had 30m cu m with licences for 
waste disposal, and not just 
the planning permission 
refer re d to by Caird’s valuers. ; 


Creditor hawks forgather for the Polly kill 

The banks are impatient. The 12th hour for Nadir’s group nears. Richard Waters reports 


0LLY PECK Interna- 
tional has been walking 
a tightrope ever since 
defaulting on payments to its 
creditors last month. 

A strong prod from any 
direction could upset its deli- 
cate balance. Administration, 
if it comes, could strike the 
group from a number of 
angles. 

The banks remain the most 
likely prodders. They were 
owed all but £400m of Polly 
Peck’s £1.3bn of outstanding 
debts at September 30. The ini- 
tial hawkishness of some 
banks was tempered by a more 
conciliatory attitude from oth- 
ers. Now. however, the doves' 
patience appears to have been 
exhausted. 

Mr Asil Nadir has so far 
managed to remit only SlOm 
(£5-lm) from northern Cyprus, 
despite promising the money 
as long ago as October 7. He 
had been making the same 
promises to his own directors 
for at least two weeks before 
this. 

As time has gone on, 
patience bas dwindled. 

One steering committee 
bank, which as recently as last 
week was sounding optimistic 
about Polly Peck's future, yes- 
terday off Med little hope for its 
survival beyond tomorrow, if 
Mr Nadir cannot raise more 
cash from Turkey and north- 
ern Cyprus. 

The 10-strong steering com- 
mittee of leading creditors 
would not need to call a full 
meeting of the bank creditors 
- similar to the two held ear- 
lier this month - to bring 
about the appointment of 
administrators. 

In theory, any creditor can 


individually petition the court 
for an administration order. In 
practice, a judge hearing such 
a petition would want further 
evidence from other creditors 
before proceeding: an adminis- 
tration is intended to work in 
favour of all creditors, not just 
one. 

As a result, most administra- 
tions come about after credi- 
tors have made it clear to a 
company's directors that the 
end has come, and the direc- 
tors themselves petition the 
court. Directors, wary of the 
personal liability they face if 
they continue to trade in such 
circumstances, are unlikely to 
resist such pressure. 

The steering group of 10 
creditors (nine banks and 
Legal & General, the insurance 
company) would be the most 
likely vehicle for conveying the 
view that the end bas come. It 
has no legal power to act on 
behalf of the banks, but carries 
considerable weight given that 
its members are among the 
largest individual creditors. 

While the banks bold the 
whip hand, other creditors, sin- 
gly or in groups, could them- 
selves determine the outcome. 

In the past week they have 
become Increasingly restless 
and begun to agitate for repay- 
ment. giving the banks the 
uncomfortable feeling that con- 
trol of the situation may be 
slipping away from them. 

The others are: 

• Holders of Polly Peck’s com- 
mercial paper, which pose the 
most serious threat, since 
money owed to them is already 
overdue, and — unlike on bank, 
loans - interest is not rolled 
up if the facility is not 
renewed. Some £44m was due 



to be repaid during this month, 
together with interest. 

Commercial paper holders 
met Polly Peck yesterday 
morning to dismiss situa- 
tion. At least one of them, the 
property company British 
Land, has already started legal 
proceedings to recover its 
money. 

In a statement yesterday, 
British Land said: “We are In 
no different a position from the 
other holders of Polly Peck 
commercial paper totalling 
£50m and, in the normal way, 
we have quite properly taken 
usual steps to protect our 
interests in respect of the Elm 
obligation placed for us by 


our managers. 

British Land said it consid- 
ered it had a different relation- 
ship to Polly Feck than did the 
bankers. Commercial paper 
was strictly a market instru- 
ment which should be hon- 
oured as such, the company 
said. 

Like any creditor, British 
Land can petition for the wind- 
ing up of Polly Peck if it serves 
a statutory notice demanding 
repayment and does not 
receive its cash within three 
weeks (this would be prlma 
Jude evidence under the Insol- 
vency Act that the company 
was insolvent). 

• Holders of the company’s 


bonds. Pofly Peck owes bond- 
holders SFr650rn (£26Q.62m) 
and DM1 00m (£33.87m), 

although none EaUs due before 
November 19, when SFr50m is 
due to be repaid. 

Although no money is over- 
due, the bondholders stiU pose 
a threat Cross-default clauses 
give them the power to call for 
early repayment, if Polly Peck 
has defaulted: ah other pay- 
ments. 

Bondholders are preparing to 
meet to consider just these 
things: on October 31, in the 
case of the six Swiss franc 
issues, and November 2 for the 
D-Mark bonds. 


Nadir crisis casts shadow of gloom across Turkey 


By David Barchard 

DESPONDENCY IS getting 
steadily deeper inside Polly 
Peck International’s Turkish 
operations, and in Mr Asil 
Nadir's personal businesses in 
Istanbul. The group's cash cri- 
sis is worsening and prospects 
of a rescue operation seem to 

be fading . 

“Suddenly we are being told 
to pay for everything coming 
from sister companies In the 
group. Relations between dif- 
ferent companies are increas- 
ingly acrimonious. It is every 
man for himself," said one of 
Mr Nadir's employees. 

Hie prospect of a Polly Peck 
collapse Is casting a shadow 
across Turkey from Istanbul, 
where Mr Nadir’s press empire 
and banking operations are 
based, to the Turkish Mediter- 
ranean coast where Meyna, the 
main fruit and vegetable (men- 
tion, is based. 

Outside the part of Mersm, 
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local farmers wonder openly if 
they will get paid for this 
year’s citrus crop which is now 
being harvested. 

“Polly Peck has always 
driven a hard bargain with 
local formers and many of 
them are heavily dependent on 
the group. Now they are afraid 
that the company may not 
have the cash to buy their pro- 
duce. If it can’t buy, then prob- 
ably no one else will be able to 
do so,” said one resident of 
Mersln. 

He added: “It is a stark con- 
trast to last year when Polly 
Peck was still cash-rich and 
willing to pay very high sums 
to buy out some of its local 
competitors. Some of them 
couldn’t believe the price they 
were being offered.” 

Polly Peck’s fruit export, 
operation is thought to bethe 
cash-cow of the group. Vestel, 
the group’s consumer electron- 
ics division, was also reporting 
a s tr ongly improved cashflow 
in the first half of the year. 

If the Polly Peck group is 
placed in the hands of an 
administrator, both companies 
can expect to find buyers fairly 
easily. 

The same is not true of Mr 


MR NADIR is to renew his attempts to force the Serious Fraud 
Office to tell him the basis for its investigation into bis affairs, 
writes Raymond Hughes. 

Next Monday lawyers for Mr Nadir will be back in the 
Court to appeal against a judge's refusal to allow him to 
far an order directing Mrs Barbara Mills, QC, the SFO director, 
to supply him with details of the investigation, which began on 
September 20. 

Mr Nadir wants a judicial review of what he dahns Is the 
SFO’s “unfair" refusal to tell him what transactions gave rise to 
Hie investi gation. 

On October 12 Mr Justice Steyn turned down the application, 
saying it would be “u n workable to impose a general duty on the 
director of the SFO to supply particulars if the person investi- 
gated asks for such information." 

Good administration would be hindered, not p ro mot ed, if the 
disclosure order sought by Mr Nadir was nfc, the Judge said. 


Nadir's loss-making press 
operations, which include 
three daily newspapers. Com- 
petitors in Istanbul estimate 
that these cost Mr Nadir about 
g2m(£LQ2m)a month." 1 
Just how these' losses . have 
been financed has never been 
dear. Until recently, employ- 
ees in the newspaper group did 
not have to count their costs: 
the operation seems to have 
been basically aimed at provid- 
ing political support in the 
media for President Turgot 
Ozal and the ruling Mother- 
land Party. Mr Nadir's press 


empire even includes an 
embryonic satellite television 
operation with German part- 
ners. 

Now print orders are being 
cut and mrfimilinr economies 
are being made. Newer ’and 
cheaper suppliers are- being 
sought and' the axe has begun ' 
to falL At least one senior 
expatriate in Berkeley Media in 
Istanbul, handling Mr Nadir’s 
upmarket English-language 
printing operations, was made 
redundant last week. 

Mr Metin Mflnir, editor of 
Gflnes, an Istanbul newspaper 


which under Mr Nadir bag 
been transformed into Tur- 
key’s main quality daily, yes- 
terday gently dismissed claims 
that his paper was unable , to 
buy more newsprint. 

“We are doing our best to 
muddle through somehow,’' he 
said. But be appeared to share 
the general pessimism in the 
gram which holds that it will 
be placed in the hands of an 
Mfanlnfedj g to r in the next few 
days. 

Ranks in Istanbul say that 
Mr Nadir fe still trying to find 
a buyer for Impex Bank, the 
small bank which he bought 
two years ago. “We have held 
discussions with some possible 
buyers,” one Istanbul hanker 
said yesterday. 

One of Polly Peck’s main 
Tprkiph bankers, Yapi ve Kredi 
Bankas!, said yesterday that a 
£ 12.5m loan to the group 
; Hrmnnwr ed M days -ago had not 
been disbursed. 

“Polly Peck have told us that 
they do not need the money for 
the time bong and so prelimi- 
naries to making the loan, 
such as mortgage agreements 
for collateralisation, have not 
so for been carried out,” the 
bank said. 


Spurs holders still await clarification over finances 


By Andrew Hill 

SHAREHOLDERS in 
Tottenham Hotspur, which 
owns the famous London 
football dub, are still awaiting 
a formal explanation of the 
developing situation at the 
company, following conflicting 
reports at the weekend about 
its financial fiaalth. 

Umbro yesterday confirmed 
that it signed a deal with Spurs 
about 10 days ago, under which 


the Manchester sportswear 
manufacturer will have sole 
right to use the Spurs badge on 
products for four yearB, 
beginning next June. 

It is understood that the 
contract is worth about £4m, at 
which £Llm may already have 
been paid. Umbro would not 
comment on the value of tho 
deal, but it could provide 
temporary relief for Spurs 


which is labouring under a 
heavy burden of debt 
A private company 
controlled by Mr Irving 
Scholar, Spurs club p-haiiman, 
lent £i.im to Spurs at the 
beginning of August, having 
borrowed the sum from 
Headington Investments, 
a vehicle for Mr Robert 
Maxwell, the publisher, and his 
family. 


Mr Scholar has to repay the 
sum before next Monday, 
unless he can vary the loan 
agreement 

A circular an the loan and 
other matters is expected 
shortly. Spurs’ shares were 
suspended at 91p last Friday 
after the Stock Exchange said 
there was not enough public 
information available for 
investors to value the shares. 


SMP and Allied London 
turn in lower results 


By Andrew Jack 

SCOTTISH Metropolitan 
Property yesterday reported 
pre-tax profits down 16 per 
cent to £10.43m in the year to 
August 15 1990, while Allied 
London Properties turned in 
profits halved from £12J38m to 
£6.07m for the year to June 30. 

Glasgow-based SMP, using 
an internal valuation, 
announced net asset value per 
share almost unchanged at 
240 ^p, compared with 241 
last year. 

Mr Gordon Milne, Tnanag in g 
director, said pr o perty values 
In Edinburgh and Glasgow had 
held up “particularly well.” 
About 60 per cent of the com- 
pany’s rental income is derived 
from properties in Scotland. 

SMP's short-term debt rose 
from £37m to £98m in the cur- 
rent year, with long-term debt 
unchanged at £66m. 

Gross rents rose to £T7.45m 
(£12.66xn) and net revenue from 


properties was up to £1 7.02m 
(£11. 64zn). 

Earnings per share fell to 
7.52p (8-34p). Tim final dividend 
of 4*22p (3.75p) makes a total of 
G.75p (6p) for the year. 

Allied London announced a 
cut in pretax profits of 58 per 
cent Mr Geoffrey Leigh, chair- 
man, said the reduction was 
the result of a provision of 
£1.9m against its land bank, as 
well as a weak housing market 
and the rise in interest rates. 

The property write-down 
reduced its fully diluted net 
asset value par share to 166p 
(I93p). The total value of the 
portfolio at June 30 was 
£220.6 m. 

Earnings per share dropped 
to 4.41p (10.84P). 

The board recommends a 
final dividend of 2.455p (2J225p), 
making a total of 3.53p CL9p) 
for the year. 


Revised results from 
Optical and Medical 

Concerns about the validity of 
one of its accounting policies 
have been brought to the atten- 
tion of directors of Optical and 
Medical International which 
bas submitted new figures for 
the year to March 81 1990. 

The policy objected to was 
that of adding a proportion of 
the holding company's 
expenses to the cost of acquisi- 
tions. Counsel’s opinion was 
that these expenses should not 
be so treated. 

From pre-tax profits . of 
£6.01m (£7.03m) originally 
announced, the revised figures 
are £5.07m (£6.14m). Revised 
earni ng s are 8£p (aep), a gainst 
8.5p (10.6p) previously and net 
assets total £28.1m (£29.73m), 
compared with £28.1m 
(£3Q.27m). The dividend Is 
unchanged but will no longer 
be paid on November 16. 

The annnnl mpgfrmg- sched- 
uled for October 26 Is post- 
poned to November 15. 


BOARD MEETINGS 
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US$200,000,000 
ML TRUST VI 
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In accordance with the provinosi 
ofibe Bonds, notice k hereby 
given that the Rate of Interest bas 
been fixed at 8.75°* Tor the 
Sixteenth Floater Interest Period 
of 20th October, 1990 through to 
19th January, 1991. In te re st 
accrued for lids Floater Interest 
ftriod is expected to amount to 
USS8.28 per USS1.000 Bond. 

PRINCIPAL PAYING AGENT 
Texas Commerce Bank 
National Association 
at tbe office of ilx agent at 
Texas Commerce Trust 
Company of New York 
80 Broad Sued 
Near York. New York 10004 

PA YING AND 
TRANSFER AGENT 
Citicorp Investment h—t 1 
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Bash Limited 
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UK COMPANY NEWS 


EVH makes £12m 
hostile offer for 
Birmingham Mint 


By Andrew HID . 

A HOSTILE bid battle broke 
out yesterday between two BIr- 
wri ngham-based coin-nun ting 
companies, Birmingham Mint 

and IM2. which rims a tiny 
minting subsidiary as part of 
its inter national eiuiQMd&g - 
acttvities. 

IMI faii n c he d a £lZ2m cash 
offer for Birmingham Mint, 
which, condemned the bid as ' 
“unwelcome and opportunis- 
tic” and advised shareholders 
to take no action. 

IMI is offering 85p for each 
Birmingham Mint ordinary 
share, and 80p for each prefer- 
ence share. Birmingham Mint's 
ordinary shares rose 23p to 83p 
yesterday, ami IMI slipped 2t> 
to 185p. 

The two companies nTi ^ the 
Royal Mint are part of a con- 
sortium which male PS ralnw for 
overseas companies outside the 
EC. Birmin gham Mint and tmt 
which do not mint. British 
coins, share about a third of 
the consortium's business. 

Mr John Metcalf; IMTs com- 
pany secretary, said the group 
bad tried to persuade Birming- 
ham Mint to recommend a 
takeover to its shareholders, 
although the target company 
said it had bad no material dis- 
cussions with IML 

“What we are trying to do is 
establish a leading market and 
t echnical position in all our 
niche areas. We. twiiir that by 
acquiring Birmingham Mint' 


TO* ram flniiMe <>pr nwa Wl mint- 

fug," he said yesterday. He 
added that 1MX would review 
the future of Birmingham 
Mint's engineering and elec- 
tronics subsidiaries once it 
knew more about them. 

Birmingham Mint fr 3 *** suf- 
fered recently because of a 
weakening performance from 
its electronics and engineering 
subsidiaries. It reported pre-tax 
profits of £208,000 in the year 

to end-March, compared with 
£3-43m in 198889. 

IMI claimed yesterday that 

gmaTtar company would he 
unable to afford the capital 
investment needed to mint 
plated coinage, for which 
demand is increasing. But Mr 
Tony Cross. Birmingham 
Mint's chairman, paid , TMT *s 
claim did not stand up to seri- 
ous examination. 

He pointed out that disposals 
of the group’s loss-making elec- 
trical contacts business and 
Birmingham head office had 
reduced the group’s borrow- 
ings from £4£m to £2m. 

tmt also questioned the sus- 
tainability of Birmingham 
Mint’s 20 per cent tax charge, 
but Mr Crass said the gro u p 
would be able to offset the elec- 
trical contacts subsidiary’s 
trading losses against its tax 
liabilities “for some years*. 

Birmingham Mmt is advised 
by Chartered WestLB, IMI by 
Samuel Montagu. 


Sims buys Corton Beach 
food arm from receivers 

By Clare Pearson 


SIMS FOOD, the USM-quoted 
meat group, is acquiring Nor- 
pak, a (dulled and fr ozen food 
wholesale and distribution 
business, from the receivers of 
Corton Beach, the food, leisure 
and motor company. 

The disposal comes less than 
two weeks after Mr Gordon 
Horsfield and other receivers 
from Price Waterhouse, the 
accountants, were appointed at 
Corton. 

The value of the deal was 
not disclosed. . - 

But Price Waterhouse 
appears to have taken into 


account speed as well as 
money in Stas’ offer. 

It said customers and suppliers 
had indicated they would not 
continue trading with Narpak 
unless an early sale was 
achieved. 

With annual sales of about 
£50m, Narpak accounted for 35 
per cent of Carton's total turn- 
over. . 

Recently it had been in 
losses, partly through start-up 
costs at NisachUL This, a dedi- 
cated bumness for the Nisa 
retail group, is excluded from 
the 


Darby sales 
surge but 
profits show 
10% faH 

DARBY GROUP, the 
USM-quoted maker »nd dis- 
tributor of specialised glass 
products, saw pre-tax profits 
fell 10 per cent in 198940, but 
considered that satisfactory in 
view at the continuing difficul- 
ties in the building build- 
ing materials industries. 

Sales in the year to August 
31 rose 38 per cent to £&97m 
(£5.1 3m), reflecting price cuts. 
The business was volume 
related and it was imp ort a nt 
to maintain market share, said 
Mr Miphai^ Darby, chairman. 

Profit came to £870,000 
(£887,000). The interim divi- 
dend is again L2p from earn- 
ings of -Lip (4-4p). 

Mr Darby gaid difficult con- 
ditions would for the 

next few months, so it was 
pleasing that gearing 
remained “comfortable at 
under 40 per cent." 

Results inclu ded a good con- 
tribution from Hw joint ven- 
ture in Bent Tempered Glass, 
which was operating satisfac- 
torily. Darby (South East), 
bought in December, contin- 
ued to struggle in a poor envi- 
ronment and incurred trading 
lnouxi of £170.000. 

“We had difficulty in estab- 
lishing a quality workforce”, 
said Mr Darby. The business 
had been rationalised. 

Mr Darby said -the date was 
close for the startup of trad- 
ing operations in France. 


Increased losses at 
TDS Circuits 

Losses at TDS Circuits 
increased from. £1.08m to 
£ 1.22m pre-tax in the six 
months to August 31. The 
USM-quoted company, which 
has reported profits in only 
one of the last five years, said 
*farf actions to return to profit 
were proceeding wefl. 

Significant investments had 
been made to improve layout, 
handling and process c ontr ol 
but these were taking place in 
an unfa vourable marke t which 
was not expected to get better 
before the end of the year. 

Turnover was lower at 
£3.41m (£4 -33m) for an operat- 
ing loss Of £L09m (£842,000). 
After a nil (£374,000) tax 
charge the loss per share was 
13-Sp (7.82p) or &41p (7.61p) 
Dolly dilated. 


Hope for the weakest company 

David Thomas looks at the impact of local growth on South Wales 


S OUTH WALES Electricity 
is widely seen as one of 
the weaker brethren 
among the 12 regional plpptrlc- 
tty com panie s heading for their 
stock market debut In Decem- 
ber. 

Not only is it the smallest 
regional company, with sales 
last year of just £604m. It also 
recorded arguably the worst 
performance when the compa- 
nies anwnffiTyreT tfafl fr final pnb- 
Hc sector results in July. His- 
toric cost operating profit fen 
by 22 per ***"* to £2i-gm in 
1389-90; on a current cost basis 
the decline was 59 per cent to 
£4.3m, giving a return on 
assets of just 1 per cent. 

To make matters worse. 
South Wales lost fnDy 37 per 
cent of its supply business, 
more thaw any other regional 
company, in the initial out- 
burst of competition this year. 
Industrial customers, slow 
growing and liable to be 
poached, are more important 
to South Wales than to any 
regional company. 

Its heavy dependence on 
steel, coal, ofl and chemicals 
underpins the judgment of 
UBS Phillips & Drew, one of 
the few large City firms not 
acting as a broker to an elec- 
tricity concern, that "this com- 

S ny represents a high risk 
vestment compared to the 
average of the (regional) com- 
panies." 

Yet this may paint an 
unduly gloomy picture of 
South Wales’s prospects in the 
private sector. True, like other 
regional companies, South 
Wales is heavily geared to its 
local economy because it 
derives the bulk of its profits 
from charges for electricity 
passing over its distribution 
wires. But it may be poised to 
benefit from a decade of local 
economic restructuring. 


South Wales Electricity 




Wynford Evans: loss of supply 
customers not a big blow 


Customer breakdown of sales 
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The region has broadened its 
industrial base through a suc- 
cessful drive to attract inward 
investment, notably from Japa- 
nese electronics companies. It 
has also begun to develop its 
small commercial sector, with 
organisations like the TSB and 
the Patents Office leading a 
relocation wave. 

Even heavy industry in 
South Wales has been trans- 
formed. British Steel’s main 
plants at Llanwem and Fort 
Talbot are now recognised as 
among the most efficient in 
Europe, while the round of pit 
closures has reduced South 
Wales's exposure to British 
CoaL 

Analysts are divided about 
the region's economic pros- 
pects, with Phillips & Drew 
predicting an economic perfor- 


mance in the 1990s slightly 
below the UK average and 
Smith New Court, South 
Wales's brokers, forecasting 
the opposite. 

The company also Insists 
that the loss erf supply custom- 
ers such as BOC, Wiggins 
Teape and ASW is not the blow 
it appears. Mr Wynford Evans, 
South Wales's loquacious 
chairman, been busy all 
summer trying to reassure 
both opinion formers and the 
company's staff on this point 

The final supply of electric- 
ity to customers (as opposed to 
distribution along the wires, 
which remains a monopoly) is 
low margin business. South 
Wales says that it would 
have lost money if it had 
matched some at its competi- 
tors’ bids for supply contracts 


in its area. 

Yet the industrial bias in its 
regional base means that 
South Wales is vulnerable to 
an upsurge in large customers 
generating their own power. 
One estimate suggests that a 
quarter of all South Wales’s 
industrial sales could fall to 
large combined heat and power 
schemes, severely reducing the 
flow of electricity along its 
local wires. 

Industry observers are also 
divided about the quality of 
the management team around 
Mr Evans. Some see it as one 
of the weakest in the industry, 
while others point to the 
strengthening of the line-up in 
1388 through the addition of Mr 
David Jones, who joined as 
managing director from South 
Western Electricity, and Mr 
David Myring, the articulate 
finance director, formerly with 
BritoiL 

The South Wales team was 

elated earlier this month by Its 
success in fighting off a chal- 
lenge from National Power for 
the 15-year distribution con- 
tract for Cardiff Bay, one of the 
largest urban development pro- 
grammes in Europe. 

The contract will have a size- 
able impact on South Wales's 
core distribution business, 
where most of its profits ore 
made. 

One area needing manage- 
ment attention is the retail net- 
work, which made an operat- 
ing profit of just £200,000 on 
turnover of £2&8m last year. 
South Wales’s shops have been 
among the poorer performers 
in the industry measured in 
terms erf returns on turnover 
and on average net assets. It 
will be surprising if the com- 
pany does not rationalise its 
re tailing operations, particu- 
larly in sparsely populated 
west Wales. 



South Wales’s capital spend- 
ing * which jumped M per cent 
to £53m last year - is expected 

to plateau in 1992-93, reflecting 

its programme of replacing 
ageing assets. 

Mr Myring says gearing will 
worsen, but remain manage- 
able. However, productivity 
increases - above the Industry 
average and underpinned by 
on 8 per cent cut in staff num- 
bers to 3,770 in five years - may 
also be on the verge of flatten- 
ing out. 

Potential Investors can take 
comfort from the efforts of the 
Government to compensate for 
South Wales’s obvious weak- 
nesses. Jointly with Manweb, 
South Wales has been given 
the easiest price control for- 
mula: it will be allowed to raise 
distribution charges by 2^ per 
cent more than inflation each 
year. Its initial debt of £25 in is 
the lowest of any regional com- 
pany. , k 

Moreover, some analysts 
believe that the shares of the 
smaller companies like South 
Wales could be in hefty 
demand Immediately after pri- 
vatisation if institutions top up 
their portfolios of electricity 
stock. In the more medium 
term, many observers expect 
South Woles to be a candidate 
for takeover or merger. South 
Wales's size and structural vul- 
nerability may not be all bad 
news for investors. 

This is the third of 12 profiles 
of the regional electricity com- 
panies th& the FT is publishing 
every Tuesday 


Mowat passes final after plunging to £651,000 


By Clare Pearson 

MOWAT GROUP, the 
USM-quoted property and lei- 
sure company, is p»«gmg its 
final dividend after reporting 
that pre-tax profits plummet- 
ted from £&9m to £651,000 in 
the year to end-June. 

The pre-tax figure was 
struck after a £5.72m interest 
charge which Mr Brian Dun- 
lop, chairman, told sharehold- 
ers was “for too high for a com- 


pany of your size”, though be 
noted that none of the com- 
pany's interest charges was 
capitalised. 

Mr Dunlop admitted that at 
the interim stage when he had 
said he “viewed the second 
half . . . with optimism 1 ", he 
had wrongly anticipated an 
early faH in interest rates. The 
shares were unchanged yester- 
day at 8p. 


Mowat’s statement showed 
that turnover, year on year, 
had fallen £4Jm to £26. Bm. The 
comparable interest charge 
was £2.6m. However, owing to 
a change in the company’s 
year-end. other comparative 
figures were for the 15 months 
to end-June 1989. 

On this basis, earnings per 
share were down from 7.19p to 
0.65p. Mowat paid a 0.5p 


interim dividend, compared 
with total dividends of L5p for 
the 15 months . 

On trading, Mr Dunlap said 
Mowat, in common with many 
other companies, had found it 
extremely difficult to sell com- 
mercial properties even though 
these had been successfully let- 
in the past, commercial prop- 
erty had been a major contrib- 
utor to profits. 


Turnover from the holiday 
and leisure division was down, 
although Mr Dunlop said this 
reflected a shift to operating 
the sites on a commercial 
basis. 

Mowat’s £4 .75m shares and 
cash acquisition of former 
Third Market leisure company 
Pennant Group in June was 
concluded too late to affect 
these figures. 
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Information is merely an 
accumulation of facts. Wisdom lies in 
knowing how to use those facts. We 
apply this principle when we design a 
diversified portfolio, tailored to an 
investor's pe rform ance criteria. 

With over a century of successful 
investment experience, we have learned 
that true wisdom begins with an under- 
standing not only of investments, but of 
the investor. We know that successful 
strategies are dictated by the investor’s 
unique goals and objectives, both 
long-term and short-term. 

Aetna has become the largest 
investor-owned insurance and financial 
services organization in the United 
States by paying dose attention to these 
beliefs. Today, diems trust us with over 
U.S. $75 billion in management funds 
because of our market knowledge, and 
sophisticated research and management 
techniques. But also, because we 
understand our investor’s individual 
requir e ments. 

May we apply some of our 
wisdom to your situation? We invite 
your call. 


/Etna 


-^Etna Investment 
Management Network 

USA Taroato 

(203) 273-5917 (41Q864-S514 (071)833-3579 

Mnd Sydney Hong Kona 

(2) 735-9236 (2)413-3400 SzI-MSS (03) 


This advemaanenr has been issued in the U JL jnd 
Anna Investment Management Hd, 4 member 
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TECHNOLOGY 


Facelift 
for maths 
syllabus 

A NEW flgrfhlp T ratfrornattra 
syllabus designed to encourage 
students to continue their 
studies beyond the age of 26 
has been approved by the 
Oxford and Cambridge Schools 
Examination Board. 

The syllabus, the first of its 
type, was developed by the , 
Math e m a t ics in Education and ; 
Industry Schools Project. 'It J 
encourages further maths 
studies by promising those 
who fail to pass A level exama 
at the end of two years that 
they will be eligible for some 
other sort of credential. 

Roger Porke8s, director of 
MBIT, said: “One Of the thing s 
that puts young people off 
maths studies is the prospect 
of studying for two years and 
having nothing to show for it.” 
Porkess noted that the number 
of maths A level exam passers 
has fallen by 25 per cent since 
1984 - a development which 
has constricted the numbers 
entering higher education to 
study engineering and other 
technological subjects. 

The syllabus is designed to 
counteract that trend as well 
as to make studies more rele- 
vant to industrial needs. Those 
who foil to complete the course 
through to A level, for 
instance, would still be eligible 
to pursue engineering courses 
at most polytechnics and com- 
puting or information technol- 
ogy at many universities. 

The syllabus is unusual in 
that it adopts a "modular” 
approach to maths studies, 
allowing students to complete 
com ponents of the curriculum 
over a two-year period culmin- 
ating in an A level gram. 

The syllabus allows those 
who flwfl the wwterwi too diffi- 
cult to drop their studies after, 
say, a year, and still receive a 
credential. For instance, those 
who complete three compo- 
nents will be «»K gftiip to sit AS 
level grama In Tturtha and other 
components can be link ed to 
BTEC diplomas. 

The Schools Examinations 
and Assessment Council has 
also approved the syllabus, 
saying It could be a model for 
studies in other disciplines 
attempting to increase stay- 
ing-on rates. So for. about 30 
schools have adopted the new 
curriculum, including the City 
of London School. 

Norma Cohen 


T he Gulf 'crisis has sent 
tremors through 
industrialised coun- 
tries which are 
heavily dependent on oil from 
the Middip East Japan’s econ- 
omy in particular has come 
under scrutiny, from the 
country as much as from 
abroad. The result has been to 
help focus Japanese minds on 
the search for alternative 

sources of energy* 

One development has pro- 
vided particularly encouraging 
results. This is to combustion 
trials in Japan of an emulsified 
fuel oil, mada lydng the sticky, 
black oil tar found in vast 
quantities in the Orinoco river 
basin of Venezuela. 

As well as being an alterna- 
tive source of energy, the new 
fUel, called Orimulskm, prom- 
ises to have price advantages 
over crude ou. -The Venezue- 
lans are marketing Orimulsion 
as "liquid coal” and anchoring 
its price to the stable price of 
solid fueL The price of crude 
oil, by comparison, is tradition- 
ally volatile, and has rocketed 
since the Gulf crisis began. 

The development is particu- 
larly significant because 
around SO per cent of the 
world’s recov e rable oil reserves 
are in there super-heavy oils 
and bitumens, found princi- 
pally in Venezuela and Can- 
ada. Venezuela’s recoverable 
reserves alone are said to be 
twice the size of Australia’s 
coal reserves - equivalent to 
nearly 11 per cent of the 
world’s known coal deposits. 

The problem is that the tar’s 
high viscosity makes transport 
and processing difficult and 
has limited its commercial 1 
application. 

The initial breakthrough in 
broadening the use of the 
Venezuelan deposits, the 
world’s largest, came with a 
patented two-stage mixing pro- 
cess invented jointly by British 
Petroleum (BP) and Fetroleos 
de Venezuela (PDVSA), the 
Venezuelan ail company. In 
19S3. In the process water is 
mixed with the treade-lfke tar 
to produce a more manageable 
oil-in-water emulsion. 

Since then, combustion trials 
of Orimulsion have been spon- 
sored by Bitor, the PDVSA sub- 
sidiary set up to handle Ori- 
mulsion. at several power 
stations in Japan, Europe and 
North America. 

The recently concluded Japa- 
nese tests were conducted 
jointly by Chubu Electric 
Power and Mitsubishi Heavy 
Industries, which is marketing 
Orimulsion in the Far East. 
They sought to evaluate the 
combustibility and handling 
properties of the fueL The tests 
were conducted ngiwg a pilot 


Roy Garner and Della Bradshaw on how ‘liquid 
coaT is being used as an alternative energy source 

The discovery of 
a slick operation 
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Total work! reserves ] 
of conventional crude 
oil 2,000 bflflon barrels | 

RECOVERABLE: 

700 billion barrels 


plant which burned 4,500 met- 
ric tonnes of Orimulsion over a 
4,000-hour operating period. 

Masayoshi Arakawa, man- 
ager of Mitsubishi’s Orinoco 
Project department, says the 
results were so good that bis 
company is now beginning to 
market Orimulsion to power 
companies and large industrial 
concerns such as steel and tex- 
tile manufacturers. 

Although the fuel contains 
approximately 85 per cent 
water It is easy to burn, 
because the 10 micron diame- 
ter of the on droplets bums 
more efficient ly than the 200 
micron droplets produced 
when pure oil is forced 
through a wonfle in th»» tradi- 
tional oil-burning power sta- 
tion. Alsa the Orimulsion only 
needs to be heated to a maxi- 
mum of GO deg C before it is fed 
into the burner, compared with 
130 deg C for aO. These two 
savings offset the heat lost 
through the evaporation of the 
water. Set alongside coal, Ori- 
mulsion has a 9 per cent 
Hi gher heat content. 

In addition to checking tire 


MIXER 


Total world reserves 
of heavy on 4,600 
billion barrets 


RECOVERABLE: 
700 billion barrels 


fheTs combustibility, the Japa- 
nese researchers studied the 
effectiveness of the flue gas 
treatment, needed to remove 
the relatively large amounts of 
sulphur and nitrogen present 
In the fheL And they assessed 
the anti-corrosive systems used 
to combat the high levels of 
vanadium and heavy metals 
inherent in Orimulsion. 

The research team concluded 
♦Hat O rimulsion baa the equiv- 
alent HamTHng properties and 
combustibility of heavy oils. 
They atsn confir med that mag- 
nesium added to the fuel 
helped reduce the high temper- 
ature corrosion of boiler tubes 
caused by the presence of 
vanadium. However they cau- 
tioned that in "super-critical 
boilers” (the high-temperature, 
HigH pressure boilers widely 
used in Japan) further mea- 
sures would be necessary to 
reduce corrosion by sulphur. 

The levels of sulphur pro- 
duced from burning Orimul- 
skm could prove the one Achi- 
lles heel of the ftieL Mike 
Sharkey, technical manager of 
BP Bitor, which is marketing 


O rimulsio n in Europe, says the 

fuel line tHn enmn sulphur con- 
tent as high sulphur-bearing 
mineral oils. 

In Europe legislation has 
been introduced to force power 
generating companies to 
reduce significantly their sul- 
phur omiiaHftWfl , and they axe 
looking at ways of doing tins. 
One process, which is proving 
particularly attractive in 
Japan, involves converting the 
sulphur into gypsum so that it 
can be made into wall board. 

Whichever method compa- 
nies choose to reduce sulphur 
is "purely a m atter of econom- 
ics”, says Sharkey, who points 
out that the same sulphur 
reduction technology can be 
used for Orimulsion as is used 
for coal or ofl. 

Arakawa is also o p ti mis tic. 
Tt is true an additional invest- 
ment would be needed to re- 
vamp the sulphur extraction 
facilities of conventional oQ- 
boming power plants - but 
this would become a more 
attractive option with any rise 
in (ril prices,” he says. 

Whether to convert mdsring 


oil-burning power stations to 
bum Orimulsion could be diffi- 
cult costing decision, but Arak- 
awa points to the changing 
environment that has arisen 
dtiffp the Gulf crisis. 

He believes that Mitsubishi's 
train market is not the conver- 
sion one- "We are introducin g 
thi« fuel as an alternative 
option to coal and aim for the 
development of new cus- 
tom-built plants.” 

The Venezuelan clasaiffoa- 
tkm of Orimulsion as a coal 
rather *Han cdl substitute could 
Help Arakawa. Japanese gov- 
ernment regulations forbid oil 
utilities from constructing new 
oil-fired plants, so would-be 
Japanese Orimulsion users 
ne ed to obtain a non-oil classi- 
fication for the fueL 

So for they have suc cee d e d. 
For the Chubu tests, Japan’s 
Ministry of Finance granted 
the Orimulsion aHfymgnte the 
designation of "natural 
asphalt”. Future shipments are 
also expected to be granted 
this provisional dassificatian. 

Whatever the difficulties, 
^wmprriai exploitation of Ori- 
mulsion is moving ahead in 
Japan. For a five-year period 
from mid-1991, the Eashima 
Kita power station, in central 
Japan, will use 0.25m tonnes of 
Orimulsion a year, Mitsu- 
bishi Easel’s plant, in Mizush- 
ima, plans to use 03m tonnes a 
year from late 199L 

There are equally ambitious 
plans in the UK, where Power- 
Gen's Ince plant, in Cheshire, 
will bum lm famraa of Orimul- 
sion a year from 1991, as part 
of a programme lasting several 
years, and its Ricbborough sta- 
tion, in Kent, is also conduct- 
ing trials. The move is part of 
PowerGen's strategy to reduce 
its dependence on coal by 
developing a portfolio of fuels, 
inrlnding natural and ofl. 

The Ince station has been 
converted to use Orimulsion 
from all following initial trials 
two years ago of the bitumen- 
based liquid fueL Conversion i 
was relatively simple, says 
PowerGen. The only signifi- 
cant adaptation Haw Hwn thu 
Ins tal l a tion of electrostatic pre- 
dpitators, to help remove the 
tiny particles of grime pro- 
duced when Orimulsion is 
burnt 

Unlike the Japanese 
marketeers, PowerGen says 
that its tests have still to prove 
that Orimulsion could be eco- 
nomically and environmentally 
viable. Meanwhile National 
Power, the bigger of the UK’s 
two power generating compa- 
nies, is also examining the 
potential of Orimulsion. And in 
the US Florida Power and 
Light Js planning to hum Ori- 
mulsion later this year. 


Open the coffers 
for UK start-ups 


By Alan Cane 


W ithout an limwedfate 
injection of new 
funds, GTG Software, 
a tiny start-up company based 
in the UK’s "Silicon Valley", 
west of London, will be bank- 
rupt by the end of the month. 

It is a new player in the 
desk-fop publishing business, a 
fast-growing industry baaed on 
the power of the personal com- 
puter and the laser printer, 
which has revolutionised the 
printing industry. . 

What makes GTG different 
from many other companies 
faring a date with the receiver 
is the faith which other estab- 
lished organisations have in 
the product it is now strug- 
gling to bring to market. They 
include fa, the UK investment 
organisation which has abeadr 
committed itself to £500,000 to 
seed capital for GTG, together 
with International Business 

MwflriwAfl and AldllS. 

IBM, the world's largest com- 
puter company, has already 
concluded a joint marketing 
agreement with GTG and baa 
made the company's "Data 
Base Publisher” package avail- 
able through its dealer and dis- 
tributor ch an n e ls. 

Aldus is the developer of 
“Page Maker", the best known 
desk-top publishing software 
for the integration of text and 
Erachica. IBM and Aldus agree 
thatSata Base Publisherfllls 
an iw ii Mwt a nt market id<«H« »n^ 
should set the standard for 
database publishing programs 
- software which fo rms the 
fink between electronic data- 
bases «wd desk-top publishing 
systems. The market for this 
kind of s oftwar e will probably 
reach $S0m a year and GTG 
could take a large share, they 

think. 

Yet despite these endorse- 
ments and prosper GTG is in 
a parlous state and its direc- 
tors stand to lose their houses, 
the collateral on their bank 
limns, if the company goes 
broke. 

To be fair, with so much 
goodwill going for them, it Is 
unlikely that GTG will be 

nlln wert to fall A HfaHnp of fl ffq 

Wmi nr wnntHw in ahuoat cer- 
tain to be found. 31 is already 
considering whether it can find 
more cash to help the company 
out 

GTG’s management. Is going 
through a difficult time hut its 
predicament holds powerful 



TECHNICALLY 

SPEAKING 


teaaona for m trep rau mn Ktk- 
ing backing for technology pro- 
jects in the UK. 

The most i m p o r t a nt as 
Q rahmn Sadd, GTG 
director, openly admits, is not 
to ask for too little money at 
tire onset 31 built in a safety 
margin but, even so, £500,000 
greatly underestimated GTG’s 


Sadd reckons he now needs 
another £2m in development 
and, more important market- 
ing funds to bring ™ hfot 
version of Data Base Publisher 
to market 

One of the problems was 
that Sadd foiled to predict a 
development in technology. 
His original version of Data 
Base Publisher worked with 
software called Gem. But 
Microsoft of the US then began 
marketing a new version of its 
Windows software which now 
seems likely to become the 
world standard. 

So GTG is working desper- 
ately to produce a Windows- 
compatible version, but Sadd 
does not believe it will be 
ready before the second quar- 
ter of year. Until ™ in . 
there are tax bills to be paid 
and expenses to be met 

The mystery is why it should 
prove so difficult to secure 
comp a r a tively modest funding 
for a product which seems cer- 
tain to urove s uc c ess ful an d 
give the UK a much-needed 
boost in the packaged software 
market IBM and others are 
interested in a stake but their 
due rtfflgBwra procedures grind 
exceedingly slowly. 

Sadd has been investigating 
the possibility of US venture 
rapftei support and m ig ht well 
be forced to follow that route. 

Is it any wonder that US 
companies dominate the Euro- 
pean packaged s oftwa re indus- 
try? 





IVE GOT MY PERSONAL IDEA 
FOR A PERSONAL COMPUTER. 


When you travel a lot (and F a powerful working tod! supporting 
think I spend more time in the air than most application software, 

in my office), a Sanyo book-type PC So. whether I'm in the air or in 

can really help to get a lot of work done, the office, I know I can depend on my 

The MBC-17NB is portable, Sanyo book-type PC and the reliability 
lightweight and fits easily in my brief- and service that come with it. 
case. With two hours of continuous Personally, that's the way I like it. 
battery operation, quick one-hour re- 
charge and automatic adjustment to 
any voltage in the world, 1 take it every- 
where I go. 

Thanks to a high-resolution LCD 

display with VGA and back fighting as 
well as an ergonomically designed key- 
board. I never get tired using it. 

A 286 processor with 12.5 MHz 
clock rate, 20 MB hard disc. 3.5" 
floppy disc drive and maximum 
memory of 5 MB make the MBC-17 N B 

SANYO OFFICE AUTOMATION. 
TTTE SMART SOLUTION. 


□ Please sand me more inform a tion about 
the MBC-17 NS computer. 

□ Please send me more information about 
your computer line-up. 

Name 

Company 

Strut* 

Postal Code, City 

telephone 

SANYO INFORMATION SYSTEMS UJL LTD. 

Sno Horn omracMt v+atan. - 

HwtedamWraSKll.lC.-lM. ( 0623)348383 





EUROPEAN BUSINESS 

FORUM 


- Business in Central & Eastern Europe 

26 & 27 November, 1990 - Rome 

Developments in the Soviet Union and Central Europe will provide the focus 
of this high-level Financial Times conference. 

Speakers taking part inciude: 

Senator Dr Guido Carli* Ambassador Renata Ruggiero 


Minister of the Treasury, Italy 

Professor Ivan D Ivanov 

Stale Foreign Economic Commission 
USSR CouncB of Mnftars 

Ing Paolo CantareUa 

Fiat Auto 

Sir Alan A Walters 

John Hopkins University 

Dr Franco Nobili 

IRI 

Mr Viktor V Gerashchenko 

The USSR State Bank (Gosbank) 

Dr Sergio Slglienti 

Banca Commerciate Itafiana SpA 

Mr Ferenc Rabdr 

Minister of Finance, Hungary 


Minister of Foreign Tfode, Italy 

Dr Vddav Klaus - 

Minister of Finance, CzechostafaMa 

Mr Horst G Krenzler 

Commission ofthe European Communities 

The Rt Hon Sir Frank Cooper gcb cug 

N M Rothschild & Sons Lid 

Dr Eberhard von Koerber 

ABB Asea Brawn Boweri Ltd 

Ing Sergio Pinintarina 

Pininfarina SpA 

Dr Axel Lebahn 

Deutsche Bank AG 

Professor K Lutkowsld 

Adviser to the Minister of Finance, Poland 


A Financial Times International Conference 

in association with 

La Repubblica/L’Espresso and ABI (Italian Bankers’Association) 


A Smiled amount of exhhition space isavaftabte at theconferenca 




BUSINESS FORUM 


□ Pleaaasendrne further detefe. 

□ lam Intwoatad hexhfottinflrt ttiecoiTfet c iica. 


A FINANCIAL TIMES 

INTERNATIONAL 

CONFERENCE 


financial Times Conference Oiganlaalion 
128 Jarmyn Street, London SW1Y 4UJ 

TWi 071-025 2323. The »347 FICONF G. Fmc 071-825 2t25 

Name ■ 


Company/Organiaation 
Address 


Boat Code 


type cf Business 
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Japan buying 70 tonnes 
of gold for coin issue 


By Konnefh Gooding, Mining 

THE JAPANESE Finance 
Ministry . is putting the 
Snishing toadies. to a purchas- 
ing programme for about 70 
tonnes of gold bullion &2m 
troy ounces) for 2xn legal- 
tender coins, ft fntwnrie £o IflTO P 
nest year to commemorate the 
ctaoinriion of Empoor AkUnto. 

The Ministry is befieved to 
have bought ten tonnes in 
August, 40 tonnes .in Septem- 
ber (pushing Japan’s total gold 
bullion imports to ffl-M fawn ^ 
three times the September, 
1989 le vel) and will end the 
programme by purchasing 20 
tonnes this month 

Three' intriguing questions 
are raised by the purchasing 
programme: 

• From where is the AirfMtw 
gold being bought? 

;• Why is the Japanese gov- 
ernment not using some of toe 
100 tonnes of gold bullion left 
over from the 650 tonnes it 
bought in 1986 far similar coins 
issued to celebrate tire 60th 
anniversary of Emperor Hlroh- 
ito’s accession to the Chrysan- 
themum throne? (Since his 
death he is known as emperor 
Shows). 

• Will the Japanese authori- 
ties complete their invest- 
igations into the alleged 
forging of Bxrohito coins before 
the new ones are offered for 
sale? 


Correspondent 

Scone analysts suggest that 
the revelation that the 
Japanese government was buy- 
ing the metal in scone quantity 
ag plafrift why physical demand 
in the gold market was strong 
in September ?t»i there was 
some ti gbtnpga of supply. 

However, there are also 
rumours the Japanese 
have directly with toe 

Canadian central bank; which 
far some years has steadily 
been reducing its gold 
reserves. These transactions 
would not have had an impact 
in the market. 

The Japanese have hinted 
that the 100 tonnes of gold left 
over fr om tin rarhhifr* issue 
might be used for further legal- 
tender coins, perhaps one to 
commemorate the coronation 
of their Crown Prince. But 
some analysts suggest that by 
buying at today’s relatively 
cheap prices - gold closed in 
London at $368.25 an ounce last 
night - the Japanese could 
rare*™*” their profit on the 
new coins. Gold averaged only 
$368 an ounce in 1986 but the 
Japanese are believed to have 
boug h t at well over $400 an 
ounce. 

The Akflnto coins wifi, aptly 
enough, be launched on April 1 
next year - all-tools day - 
and wQl cost YenlOOJXX), or 
about twice the value of their 


metal content at the current 
gold price in Ten tarns. 

The Hirohito coins also had 
a legal-tender value about dou- 
ble that of their gold content 
and this, according to the Japar 
n ese a uthorities, encouraged 
forgers to cash in. 

These allegations were first 
made in January but so far the 
Japanese authorities have 
refused to give the interna- 
tional coin market any defini- 
tive indication of how the sup- 
posedly forged coins can be 
identifie d . Mr Paul Davies, the 
British coin dealer embroiled 
in the affair and who has coins 
worth £800,000 impounded, 
says that he can get no 
response from the Japanese 
authorities to his pleas for 
independent experts to be 
allowed to carry out further 
tests on the alleged forged 

mi rig. 

The Akihito mbra originally 
were scheduled to have been 
launched to coincide with the 
coronation next month. 
However, changes being made 
to reduce the risk of forgery 
have delayed the introduction. 
Apart from increasing the gold 
content of the coins by half , to 
30 grams a coin, compared 
with the Hirohitos, the 
Japanese will give the Akihito 
coin a much more complex 


Mexico to fight US tuna ban 

By Richard Johns in Mexico City 


A US ban on the import of 

S ellow-fin tuna fish from 
[exico on the grounds that 
catching methods involve 
excessive inning of dolphins 
has raised the fhraft of unspe- 
cified retaliation from the 
authorities here. 

The US Government has said 
that it will appeal against a 
Federal. Court ruling upholding 
an appeal by the Earth Twfanri 
Institute based on the Marine 
Mammal Protection Act. The 
mniilar prohibition went into 
force a gainst P anama eariy in 
September. 

- Mr Jaime Serra Puche, Min- 
ister of Commerce and hidns- 
try, said at the end of last week 
that the Mexican government 
would adopt unspecified "con- 
crete measures" in the the 
near future if the US Adminis- 
tration failed to quash the ban. 

In practical terms the mea- 
sure menus Iittlefor Mexico’s 
export namtog a as the the 10m 


+mrm»c of Erma yfld nwmwlly to 

the US is only worth about 
US$U>m at current values, 
about 15 per cent of the coun- 
tries total sales of this fish, 
according to the Ministry of 
Fisheries here. But it is feared 
that the dispute could be an 
irritant affecting forthcoming 
negotiations on a free trade 
agreement. 

Both Mr Serra and Ms Mar ia 
de-los An griftfl Morena, Minis- 
ter of Fisheries, have stressed 
that the conflict should be 
resolved by diplomatic means. 

At the same time the US 
Department of Commerce - 
with an equal concern about 
bilateral relations - is opposed 
to r uling by a federal judge in 
the California which went into 
effect an October 10. 

Legislation passed in 1988 
barred importation of tuna 
from any country with fiaMwg 
fleets killing more than twice 
as many dolphins as US tuna 


catchers. 

US Department of Commerce 
officials conceded in the North 
Californian court, where the 
judgement was made, that 
Mexican fishermen exceeded 
the kill rate in 1989 but said it 
had been lower than the maxi- 
mum in the first half of 1990. 

The judge ruled, however, 
that the law required a deci- 
sion on a calendar year rate. If 
the the number killed in 1990 
was below the airBafinid level 
the embargo would be lifted for 
1991, he said. 

An appeal to a higher Fed- 
eral Comt is likely by the Com- 
merce Department is likely to 
be made in the near future, 
according to the the State 
Department. 

YeEowfin tuna and dol phins 
swim together in the tropical 
zone of the eastern Pacific 
Oceab and both get caught in 
the same fishing nets. 


Sri Lankan tea earnings up sharply 


SRI LANKA has earned a .brokers, writes Mervyu de 

record Rsllbn rupees (£l40m) SUva in Colombo. 

in the first seven mouths of . The report forecasts that 

this year, compared with total tea earnings this year will 

RsfiJbn in Januaiy-July period reach R3l8bn, np from 

last year, according to a report Rai3.7bn in 1969. 

by Forbes and Walker, leading , 7fte substantial rise in prices 


of tea of all grades, rather than 
the increase in voinme, 
explains the much higher 
income, the report says. The 
average price of the better 
quality teas moved up from 
about 2ts61 to Rs92 a kilogram. 


Norway 
expects big 
rise in 
oil output 

NORWAY’S NORTH Sea ofl 
production is expected to peak 
at about &3m barrels a day in 
1995, up from the current U3m 
b/d, the Oil Ministry said yes- 
terday, reports Reuters from 
Oslo. 

"We now expect 2&n b/d (in 
1995) but there could be devia- 
tions and I do not rule out that 
it could be higher, for instance 
2L5m b/d," Oil Ministry spokes- 
man Sir figil Belle 

"The main reason for the 
increase is new fields muring 
on stream and more output 
from gristing fields," he added. 

But Mr HeHe said the figure 
could change if Norway struck 
more oil on its continental 
shelf, which would prevent 
output from declining in 1996. 

New fields like Snorre, to 
come cm stream in 1992, would 
help boost production, be said. 
So would toe Gyda and Hod 
fields, which started up earlier 
this year. Other fields to start 
production are Draugen in 1993 
and Brags, with planned out- 
put from January 1994. 

"From 1996, production is 
expected to decline slightly," 
Mr Belle said . 

Norway is West Europe’s 
second biggest oil producer, 
after Britain. At the end of 1989 
the gov e r n ment-funded Petro- 
leum Directorate estimated 
Norway’s recoverable oil 
reserves at 12J8bn barrels. 

• Miner al oil stocks in west- 
ern Germany would be suffi- 
cient to meet end user demand 
for 146 days in the event of a 
breakdown in deliveries, the 
Federal Office of Trade and 
Industry said. Crude oil 
reserves totalled 21,695 tonnes 
and mineral oil product 
reserves 15,813 tonnes on July 
3L Emergency crude ail stock- 
piles were adequate to meet 

ifanaette Bim yimw itannmd far 

about 83 days. 


Putting flesh 
on Turkey’s 
meat industry 

Geoff Tansey on a project to 
improve yields from the sector 


W HEN NAFIZ Harman- 
kaya sold 42 lambs at 
the same time as his 
ne ighb our sold 52 this year, he 
came out TLlm (£185) richer. 

He is one of about 40 sheep 
farmers in Turkey's Sonya 
province profiting from the 
Konya Livestock Project, a 
govemment/UN Development 
Programme project run by the 
UN Food and Agriculture 
Organisation. 

Livestock production has 
been low yielding and the rela- 
tive Cinderella of agricultural 
development in Turkey, with 
main the focus being on irriga- 
tion and field crops. Livestock 
deve lopment has been concen- 
trated n introducing exotic rat- 
tle breeds to improve local 
herd quality, with sheep barely 
getting a look in. 

Yet in Konya there is a say- 
ing which roughly translated 
means: "Wheat and sheep, the 
rest is for fun". It neatly sums 
up the two key factors in the 
provinces's economy. 

In summer in the wide 
Konya plains, the wheat is 
obvious. But there Is hardly an 
arrfrwai in sight The p rovin ce’s 
2J5m sheep are resting, hud- 
dled alongside village houses, 
or wiride in sheep afawde . shel- 
tering from the sun. Shepherds 
take ttiwn to graze overnight. 
The landscape is arid and 
scorched and grazing is scare. 

After harvest, the sheep 
graze the stubble and grain left 
plus whatever meadow they 
can find in winter, they are 
kept inside for lambing, fed on 
chopped straw until spring 
when once again they go out. 
Same do not came back, foiled 


by disease or wolves, despite 
toe sheepdogs with the spiked 
collars. 

The Konya project alma to 
change that - increasing farm- 
ers’ profits and meat produc- 
tion for Turkey. For two years 
a team of six agricultural 
extension workers and 
researchers have been working 
on the farm to improve sheep 
production, using well-estab- 
lished technologies that local 
formers can use without major 
Investment. 

Dr Thieme, the FAO chief 
technical adviser with the proj- 
ect, stresses the importance of 
real on-form adaptive research 
in which fanners do the work 
and see if It fits their needs. 
The *««n has tested intensive 
fat tenin g methods, improved 
hogging , eg in ventilation of 
barns, and improved herd man- 
agement Their formers no lon- 
ger send lambs out in the 
spring but wean them early, 
feed intensively with farmer- 
produced grain and additional 
cotton-seed cake, and kill after 
two months. These lambs 
weigh 8 to 10 kg more than 
others sent for slaughter. 

The team provides advice 
but not free inputs. Its mem- 
bers take weighing machines 
out to the villages and provide 
an automatic feeder for farm- 
ers but there it ends. Others 
have copied the ventilation and 
bought extra feeders. Now the 
team is busy trying to extend 
the results of this initial work 
to other farmers, to develop 
methods further and widen 
them to cover beef ami dairy 
cattle. Improved winter feeding 
is crucial and the team has 



Urea-treated chopped straw is being tried for winter feed 


some farmers trying urea- 
treated chopped straw as a 
winter feed. 

I n Konya alone, about 
900,000 lambs go to market 
each year. If just 10 per 
cent of these were fed inten- 
sively and put on 5 kg more 
the extra 450,000 kg of xseat 
would he worth about TL4-5bn 
(£900,000) in the butchers’ 
shops. 

Overall Turkey has about 
68m head of livestock, of which 
about 40m are sheep, 13m goats 
and 12m cattle, according to 
the first livestock census in 
1984. Figures have not been 
published since then but 
another census is planned for 
1991. livestock productivity is 
improving according to State 
Planning Organisation offi- 
cials, who want to see better 
statistical reporting in the sec- 
tor. Demand for meat is grow- 
ing in Turkey, which has a rel- 
atively low per capita 
consumption estimated at 26.9 
kg In 1988. About 7 kg is poul- 
try and just under a half of the 
rest is sheep and goat meat 
According to the sixth five 
year plan, total meat consump- 
tion should rise to 32.4 kg a 
head by 1994. 

Turkey exports just under 
3m live sheep annually. The 


biggest market is Saudi Arabia 
with the rest going to other 
parts of the Middle East. The 
trade was worth almost $230m 
in 1989 according to Turkey’s 
Export Promotion Research 
Centre, with an average price 
per head for sheep In 1989 of 
$79. 

The Turks import very little 
sheep meat — none for the 
past two years - and only 
exported about 530m worth In 
1989. However, the government 
has allowed the import of large 
numbers of cattle on several 
occasions to meet local 
demand and reduce local 
prices. This, however, resulted 
In market instability with 
farmers slaughtering many rat- 
tle according to Mr Ahmet 
Arsan, general manager of 
Pinnr Dairy Products, part of 
Izmir-based Yasar Holdings, 
which also owns feed, fertil- 
iser, and meat plants. 

By mid- 1990 about 6.000 
tonnes of skimmed milk pow- 
der and 100,000 cattle had been 
privately imported for slaugh- 
ter, mainly from Eastern 
Europe, and he expects 
another slaughtering round by 
Turkish formers. Sheep seem 
likely to escape these fluctua- 
tions and with better produc- 
tivity, as in Konya, more sheep 
meat consumption is likely. 


Minister resigns as Peru’s agriculture crisis deepens 

By Sally Bonn in Lima 


THE FIVE-day strike at state-owned Centromin, Peru's 
principal zinc, lead and silver producer, aided at the week- 
end. Wmkers settled for a moderate wage rise and aU pro- 
duction units were back to normal winking yesterday. The 
surprise stoppage, which never affected all the company's 
installations, was said by a ernnpany official to have been 
politically motivated and generally unpopular. “With the 
cost of living so hi g h , a miner most now think very carefully 
before committing MhimW to a strike,” he said. 


effectively broke. Recnpera* 


PERU’S MINISTER of 
agriculture, Mr Carlos Amat y 
Leon, resigned unexpectedly at 
the end of last week amid fears 
that lack of financing for the 
coming agricultural campaign 
will lead to serious food short- 
ages within five months- No 
replacement for the minister 
had been announced by mid- 
day yesterday. 

In a presentation to the sen- 
ate three days before he 
resigned, Mr Amat y Leon, a 
widely respected agricultural 
engineer, had painted a dra- 
matic picture of Peruvian agri- 
culture In crisis. He estimated 
a credit requirement to the sec- 
tor between now and December 
of almost $30Qm. 

About $5Qm of this is expec- 
ted to come through the pri- 
vate banking system which, for 


toe first time in thirty years, is 
being called upon to provide 
agricultural credit. Commer- 
cial banks, however, will 
restrict lending to larger, 
established grow er s — cotton 
and sugar exporters mainly — 
on the coast. Small Andean 
farmers who grow most of 
Peru’s food crops have always 
relied on the state Agrarian 
Bank. 

But the Agrarian Bank is 


tions of loans made last year 
are expected to reach barely 
ten per cent of toe their origi- 
nal value because of the sharp 
differential between subsidised 
agricultural interest rates and 
inflation. Under new, tight fis- 
cal policy, the Agrarian 1 Bank 
will no longer be able to rely 
on Central Reserve Bank inor- 
ganic emission to supply credit 
to the sector as it did under the 


Alan Garcia administration. 

Other sources of financing 
are unpromising. The entire 
current liquidity of the Peru- 
vian financial system is esti- 
mated at only around $500m. A 
possible $100m loan from Vene- 
zuela has still to be negotiated. 

Mr Amat y Leon warned that 
failure to find financing and 

the consequent necessity to 
import foodstuffs wordd jeop- 
ardise the entire gove rnment 
stabilisation programme with 
potentially serious social and 
p olitical consequences. 

The ministerial resignation 
was apparently due in part to 
presidential interference in 
high-level appointments. Along 
with Mr Amat y Lean’s resig- 
nation came those of a vice- 
minister and toe heads of the 
two stateowned food import- 


ing and marketing bodies. 
Ecasa (the rice board) and End 
(for general foodstuffs). The 
two Amat y Lew appointees 
had aroused presidential suspi- 
cions of oligopolistic: connec- 
tions. 

The departure of Mr Amat y 
Leon comes at an unhappy 
moment By the end of Septem- 
ber only half the average agri- 
cultural area bad been planted 
— and the deadline for sowing 
three-quarters of Peru’s farm- 
land is in December. Small 
form production fell sharply 
last season with an unusually 
harsh drought which caused 
widespread hardship among 
2m growers. The agricultural 
sector is severely decapitalised 
with large numbers of live- 
stock slaughtered for lack of 
fodder. 








MARKET REPORT 


Aluminium prices on the London 
Metal Exchange yesterday 
surrendered most of last week's 
net gains as a wave of speculative 
liquidation revealed the paucity 
of consumer buying interest The 
cash quotation closed at $1,880.50 
a tonne, down $87. while the three 
month's price fetl$47.50 to $1,769 
a tonne. Dealers said sol I are were 
Influenced by the current high . 
level of LME warehouse stocks 
and expectations that a further 
rise will be announced today. 
Buyers were also reported to be 
"reserved" on the Lead market, 
where the cash price toll to a 1990 
low of £375.50 a tonne. At the 
London Futures and Options 

London Markets 


Spot wimra . . 

Crude eE (par barrel FOB) 


+ or - 

Dubai 

Brant Bland (dated) 

Brant Bland (Dscarabsr) 
W.TJ. p pm sat) 

*Z3L104L20y -426 
*27.30-7.40 -6.75 

sumjo -are 
$3O40-a60y -aoo 

OB products 

(NWE prompt daHusry par tonne OF) 

+ or- 

Premium Gasoline *318-323 

Gas OH S25B-2S7 

Heavy Fuel OB SIHMM 

Naphtha- *268273. 

Wmiiuii Argra FMitettoc 

-30 
-43 
-18 
-44 1ft 

Odtar 


+ or- 

Gold (par lrov<XE>* 

Slhier (par troy az)+ 
Platinum (par troy ok) 
Palladium (par tray as) 

C36&25 
«2ie 
*4 ISO 
*930 

-425 

-7 

+43 

+025 

Aluminium (free mariwt) *1886 
Capper (US Producer) . 151c 

Lead (US Producer) EOC 

Mckol (tree mart*) 408c 

Tin (Kuala Lumpur marled) 1628r 

Tin (New YcriQ rao 

Hnc (US Prime Weetam) 70o 

-TOO 

+1 

+18 

+0.11 

-3 

Cattle (Tire weighty . 
Sheep (dead wtfeW 

Ptoa (live wefehtf . 

100. 12p 
125L24p 
72JS4p 

-107- 

-463* 

-423* 

London daOy suoar (rew) *261 .Oq 
London daRy sugar (white) SHfLOq 
Tate and Lyle export price tSbOJi 

+30 

+20 

+20 

Barter {EnaHah lead) 
Metes (US fto. 3y*Oow) 
Wheat (yS bark Northern) 

Elltef 

£167 

£91 

+025 

Rubber (Nov)* 51 rep 

Rubber (Dec)* 80-7Sp 

Rubber (KLRSS No 1 No*)23afim 

+io 

Coconut oil (PbWppIneeJS 
Palm OH (Mateystonlt 
Capra (PMHppine^l 

Soyabeans (US) 

Coftan "A" Index 

Woohopa (04a Super) 

S290w 

1290* 

*20N 

£1410 

81.760 

40Bp 

+02 

+22 

+io 

■2 


h prtwoWto yJan - “■° etf 

v. wOet/Nov tJWVMW y-Omt. tM«* 

ton. average fatstook prteaa. * e&ane* 
reefcaoo. ^London phystoel n “ rt: * L 
Kdam. . A Button marital etoea nHW* 
inta/kB- 


Exchange cocoa initially staged 
a strongish rally, following 
Friday’s sharp fall. But by the 
dose all the gains had been lost 
and the March position, which 
had reached £720 In the morning, 
was quoted at £703 a tonne, down 
£1 on the day. “The market is 
looking for direction and opinions 
are mixed," said one trader. 
“There seems to be plenty of 
cocoa available from origin-but 
there is concern about the political 
and financial situation in some 
countries." Coffee prices added 
to last week's tolls with the 
January futures position finishing 
£5 down at £570 a tonne. 

Compiled from Reuters 


SUOMI 

- Law* 

m KM 

(Spar toons) 

Raw 

Ctoae 

Prevtoui 

HgMLow 

Deo 


22200 

22700 22100 

Mar 

29240 

21740 

22320 21700 

May 

22300 

21900 

22340 22000 

Aug 

22500 

22100 

MKM 222.40 

Oct 

22840 

22100 . 

22600 22400 

Dae 

22700 

22300 

210.00 

Mar 

22900 

22440 

JXM 

Write 

Ctoae 

Pravioua 

Mgh/Low 

Dso 

*122 

9090 

3120 9070 

Mar 

3062 

!¥Pfl 

3060 3000 

May 

3040 

2880 

9030 2960 

Aug 

3070 

anjn 

3070 

Oct 

2984 


90302994 


T um o u r. Rw133B (ISM) Mu of SO tonnes. 
Whtt MSB (1623) 

Part*- White (FFr per tom*): Dac 1680 liar 1084, 
May 1SS0, Aufl 1880. Oct 1540 


l/barrnl 


Latest Previous WgMJM 


Dac 

2800 

3101 

2940 2805 


25.40 

2908 

2840 2540 

Peb 

2500 

2808 

2702 2405 

Mar 

2496 


2800 24-26 

IPE Index 

3305 

3304 


turnover 18088 (T2380) 

•MON./ 

“ 


Worm 


Latest Previous Mgh/Low 


Nov 
Dae 237 JO 

Jan 22S00 

Fab 22000 

Mur 20100 

Apr 1BS00 

May wore 

Joe 10000 


286.76 

200.76 
27275 
257 JO 
24225 
227 JO 
23060 
22500 


267 JO 243-00 
300.76 29580 
28*40 22890 

242.00 21&00 
22STO 20500 

220.00 rare 
2iifl0 rare 
rare rare 


Turnover 13319 (11888) Ms of WO tonnes 


A pood buteefcwtva market prevailed, with 
batter pefcoa dusts a strong (amura, reports 
A* Tea Brokers' Association. Better quality 
norm Indiana ware wan supported at 5-1 Op 
dearer rates but plain mateun Assam* 
tended Meter and poorer descriptions 
continue to bo neotectad. Africans were 
lutty linn lor brighter aorta but others were 
barely steady wtih Hie exception el central 
African teas which mat pood demand and 
prices ware dearer. Ceylon* met Improved 
demand wWi better teas (fearer. onshore 
tees' mat fair demand. Quotations: quality 
230p nominal, medium I36p, low medtom 
78fX 


COCOA 

- lent 

harat 

EFtoime 


Close 

Previous 

MghfLow 

Dec 

881 

880 

875 BSB 

Mar 

703 

70* 

720 703 

May 

72B 

729 

745 72B 

Jut 

754 

756 

770 W 


780 

787 

798 777 

Dec 

803 

315 

823 803 

Mar 

838 

845 

850 B37 


TUmov*n4762 (10873) late ol 10 tonnes 
ICCO indicator prices (SDRs per tome). Dsfly 
price tor Oct 19 89020 (87230) 10 day awaraflo 
lor Oct 22 907.38 (91482) 


com 

■ -IM 

daw wax 

B/tonne 


Ctoaa 

Pravioua 

HtghfLow 

Nov 

557 

583 

685 551 

-ton 

570 

575 

576 665 

Mar 

565 

670 

570 562 

May 

575 

577 

577 572 

Jut 

603 

505 

sretne 

S*P 

607 

610 

606 

Nov 

824 

627 

620 


Turnover 9046 (8340) lots o( 5 tonnes 
ICO Indicator prices (US aorta par pound) ter 
Oat 1ft: Camp. dsHy 7294 (7428). 18 day aver- 
age 7441 (7443) 


ROT A TORS - m Btanna 



Ctoae 

DvraaibtaMB 

r'TWVKMS* 

Mgh/Lrmr 

Nov 

70M 

BOO 

70-0 05 0 


tS&O 

1429 

141.0 13*9 

May 

1640 

rao 

1689 157.0 


Turnover 306 (96) ion of 40 tonnes. 


SOVAMAJN M 

u. - asm 

E/tonne 


Ctoae 

Pravioua 

Htfltl/Low 

Dec 

mre 

iiore 

mre 

Feb 

124.50 

12450 

12480 12400 

Apr 

12790 

12690 

12790 

Jurt 

12540 

125.00 

12690 


Turnover 111 (15) tote of 20 tomes. 


HMflHTFIIW-ta yWflndMpejnt 



Ctoae 

Pravioua 

HlgtVLow 

Oct 

1345 

1918 

1340 1330 

Nov 

1375 

1355 

MSS 1370 


ISIS 

1315 

1340 1315 

Apr 

1903 

1900 

1316 1308 

SR 

1330 

1274 


Turnover 384 (251) 

CHARM 

- an 


E/tonne 

Wheat 

doom 

Pravioua 

Mgh/Low 

Nov 

11460 

11415 

11490 11426 


rare 

11856 

11990 11890 

Mar 

12245 


12296 12246 

May 

12890 

12596 

rare 12590 

Jun 

127.65 


12795 

Baiter 

Ctoae 

Pravioua 

Htgh/Low 

Nov 

113.10 

11396 

11390 113.10 

Jan 

1T7.60 

117.76 

117.70 11790 

Mar 

12096 

120.7S 

12090 


Turnover. Wheat 244 (299). Barley 38 (138). 
Turnover iota of 100 tomes. 


NOS 

- an 


(Cash Samaawnt) pfl« 


Ctoae 

Previous High/Low 


944 

945 

949 

Fab 

964 

889 

984 989 


Turnover 18 (68) tote o4 3960 kg 



i nwpflfi 

TTAL ■XCRAWOR 

(Prices supplied by Amalgamated Motel Trading) 


Ctoae 

Prwfna 

Mgh/Low 

am ommai 

Karii ctoae 

Open Interest 


•47% part 

y (Spar toons) 



Total dally turnover 13,198 tote 

Cash 

3 months 

1878-83 

1788-70 

1988-70 

18165 

181771788 

18825 

17755 

1788-70 

76.436 lota 

Copper, a 

aide A (E par toons) 



Total dally turnover 22475 tola 

Cash 

3 worths 

1388-8 

1384-5 

13835 

13534 

138071378 

138771363 

13745 

18845 

1380-1 

189,785 tots 

lead (E par none) 




Total dally turnover 1968 tots 

Cash 

3 morthe 

374MI 

8709-8 

3845 

3879-8 

371/370 

380/377 

371-2 

376-7 

37995.75 

10994 Ms 

Motel (Spar torma) 




Total daily turnover 2929 tote 

Cash 
a months 

890040 

8680-76 

6600-60 

•32660 

67750730 

8550/8350 

8776500 

840055 

8560-75 

7989 tots 

Tit (* par tonnp) 




Total daily turnover 1,722 tote 

Cash 

3 months 

8200-20 

8220-30 

8190-200 

8206-10 

6200 

8246/8200 

818050 

82005 

8225-30 

8968 lota 

mo, fpirial HM» Qrade (* par tonrM 



Total daily turnover 3947 Iota 

Cash 

3 months 

134650 

13425 

1378-80 

1368-8 

1337 

136071333 

13375 

13325 

133840 

19938 tote 

UR Ctostei »t mtec 

SPOT: 19480 

3 months: 19213 

6 months: 19903 

ft morttoc 19798 


LONDON BULLION 


field (fine at] 8 price 

E equtvatert 

Ctoae 

36856812 

1B8%-189% 

Opertng 

372^* -372 V 

191-181 h 

Morning fix 

368150 

189952 

Afternoon tec 
Day's high 
Deyto tow 

rare 

8724,-872% 

aeavaw 

109917 


Cates 

S pries 

E equivalent 

Mapiataal 

37B-SB1 

193-198 

Britannia 

378-3B1 

1B3-198 

US Eagle 

378-391 

193-196 

Angel 

378381 

188198 

Krugerrand 

387570 

188-190 

Naw Bow. 

8890 

4648 

Old Sov. 

8850 

4546 

Noble Plat 

4199542696 

216.10-21890 


8ft*ar to 

p/Bne oc 

US ots aqufv 

Spot 

216.10 

423. M 

3 mantes 

22395 

431.70 

8 momha 

23095 

44090 

12 nonta 

244.15 

45790 


TIMBBI OPIUMS 


Cause 

Jen 

Mar 

Jan 

Mar 

500 

74 

77 

4 

is 

660 

37 

46 

17 

31 

<800 

IS 

20 

46 

02 

Cacee 

Dec 

Mar 

Dec 

Mar 

BOO 

66 

1W 

6 

15 

850 

31 

83 

21 

30 

700 

12 

38 

2 

63 


Brart Crude 

Dec Jan 

Deo Jen 

2880 



3000 

215 

400 

3060 




New York 

OOLD 100 troy PT4 1/troy acT 


Close Previous Mgh/Low 


Oct 

3699 

3729 

3679 

3669 

NOV 

3702 

3725 

0 

0 

Dae 

3724 

378.7 

3769 

308.7 

Fab 

3769 

3789 

3799 

3739 

Apr 

3809 

383.5 

382.3 

9789 


304.1 

3874 

382J7 

Sffg.Q 


3089 

3914 

0 

0 

oa 

3929 

3054 

3939 

3939 

Dee 

398.1 

3089 

3939 

3029 


PLATMM SO troy oc Sflroy ate. 



Ctoaa 

Pravioua 

Htgh/Low 


Oct 

4129 

407.7 

4129 

4099 

Jon 

4103 

412,7 

4229 

4119 

Apr 

4234 

417.7 

4279 

4189 

Jul 

4239 

4229 

4209 

<259 

Oct 

4349 

4284 

4389 

4*tn 


SAVER 5900 troy oz; cera/troy os. 



Ctoae 

Pravioua 

Mflh/Low 


Oct 

4104 

4259 

JMH 

4209 

NOV 

4209 

4289 

0 

0 


4239 

.4295 

4299 

4229 


4253 

4319 

40CK 

4229 

Mar 

4329 

439,1 

4389 

4315 

May 

4389 

4454 

4409 

4389 

Jut 

4459 

451.8 

4409 

4459 

Sep 

4S1.1 

437.B 

4614 

4505 

Dee 

4809 

4689 

4039 

4065 

Jan 

4825 

4895 

0 

0 


HUM CRAPE COPftB* 25900 lbs; cente/tos 



Ctoae 

Previous 

Mgh/Low 


Oct 

127.00 

128.70 

12790 

12690 

Nov 

12390 

12290 

123.40 

122.75 

Dae 

11790 

11790 

11790 

11690 


11590 

11690 

11590 

11490 

Mar 

110-70 

mre 

11145 

110.10 


10855 

11090 

0 

0 

May 

-mm 

10396 

109.717 

10990 


10790 

10895 

0 

0 

JU 

106.70 

10745 

10740 

10890 

Aug 

10695 

10695 

0 

0 


CRUDE Oft. (light) 42.000 US galta S/barrel 


Latest Previous HlghfLow 


New 

2895 

33.79 

3190 

2890 

Deo 

30.41 

3341 

30/41 

30.41 

Jan 

2895 

3195 

2895 

2895 

Feb 

Z747 

30.67 

27.72 

2797 

Mar 

2648 

29.49 

2740 

2B.49 

Apr 

25.41 

20-41 

23L20 

25.41 

May 

2443 

27A3 

2590 

24.43 

Jul 


2592 

2*90 

2292 

IteATMO Oft. 42900 US galls. canta/ltS galls 


\ Irtlrttt 

Pravioua 

High/Low 

Nov 

7420 

8840 

8200 

7420 

Dac 

8582 

6182 

8582 

8382 

Jan 

8«00 

9000 

6400 

0400 

Feb 

8050 

8659 

0 

0 

Mar 

7550 

Site 

7S» 

7M0 

Apr 

7109 

7709 

0 

0 

May 

6789 

7360 

0 

0 

Jun 

8409 

7099 

5530 

6499 

Jul 

6379 

8679 

6460 

6400 

Aug 

839ft 

8999 

8478 

8399 

COOM 10 tonnaKS/tonnae 


Ctoae 

Previous 

Mgh/Low 

Dec 

1184 

119ft 

1211 

1170 

Mar 

1242 

1253 

1284 

1227 

May 

1280 

1293 

1300 

1270 

Jul 

1318 

13Z7 

1320 

1320 

Sep 

13-sa 

1357 

0 

0 

Deo 

1388 

1307 

0 

0 

Mar 

1423 

1432 

0 

0 

corns "C 37900UW; eanta/tba 


Close 

Previous 

High/Low 


Dac 

9390 

9195 

93.40 

91.00 

Mar 

■ 96.35 

9595 

96.76 

9*90 

May 

98.75 

97.15 

98.75 

9890 

Jul 

10050 

90.30 

101.10 

9990 

Sop 

102-75 

10190 

10290 

102.70 

Dee 

10540 

104.50 

0 

0 

Mar 

10540 

10545 

O 

0 

SUQAH WORLD *11* 112900 Its; cante/lba 


Close 

Previous 

Mgh/Low 


Mar 

992 

998 

ore 

0.72 

May 

991 

9.70 

999 

9.74 

Jul 

994 

9l74 

10.00 

990 

Oct 

997 

9.77 

lore 

995 

Mar 

10.10 

sre 

0 

0 

COTTON 50.000: eeraa/fea 


Ctoaa 


Htgh/Low 


Dec 

7492 

7343 

7540 

73.40 

Mar 

7493 

73.63 

75.00 

7390 

May 

7490 

7397 

78.10 

7490 

Jul 

7490 

7490 

7595 

7440 

Oct 

88.16 

58.10 

68.00 

ROD 

Doc 

0SLB5 1 

66.70 

8795 

86.70 

Mar 

8790 

6795 

0 

0 

ORANOE JUKE 15.000 &»; centa/lbs 


Ctoae 

Pravioua 

High/Low 


No* 

11245 

rare 

113.00 

11045 

Jan 

10995 

10790 

109.60 

10890 

Mar 

189.70 

10895 

no.40 

rare 

May 

11045 

10990 

11090 

10990 

4*4 

11035 

rare 

11090 

11090 



{ NEUTERS (Soaet September 18 1931 

= 100) 

Oct 22 

Oct 19 

ninth ego yr ago I 

1724.7 

17259 

17874 

18514 

| nOW JONES (Base: Dec. 31 1974- 

100) 

Oct >9 

Get 18 

mnm ego yr ago j 

Spot 128.15 
Futuna 17799 

12690 

127.48 

12992 

13443 

13194 

12992 


Chicago 


80TAREAN9 5J00Q bu min; centaMOlb bushel 



Close 

Previous 

Htoll/Low 


Nov 

810/6 

611/4 

618/4 

•10 a 

Jan 

625/4 

62518 

831/4 

625/0 

Mar 

8391/4 

B30/D 

645/0 

63B/6 

May 

650/4 

650/2 

858/0 

650/2 

Jul 

860/4 

650/2 

665/4 

659/4 

Aug 

857/0 

656/0 

681/0 

656/4 

Sep 

633/0 

628/0 

637/0 

633/0 

Nov 

623/4 

620/8 

825/4 

620/4 


SOYABEAN (ML 60,000 lb* cantsflb 



Ctoae 

Previous 

High/Low 


Oct 

*197 

2196 

21.97 

21.78 

Deo 

2297 

22.18 

2245 

22.02 

Jan 

a* 

22-46 

2294 

2232 

Mar 

2243 

2241 

2246 

22.80 

May 

23.19 

2345 

2332 

23.15 

Jul 

2399 

23.45 - 

2390 

pa/y; 

Aug 

23.40 

23.47 

2390 

23.40 

Sep 

2332 

2335 

23.40 

2335 

Oct 

23.02 

23.10 

23.05 

22.95 


SOYABEAN MEAL in tons; Vton 



Ctoae 

Previous 

High/Low 


Oct 

1829 

181.1 

183.0 

1803 

Dac 

1653 

186.1 

1073 

1854 

Jan 

1873 

168.1 

1899 

1873 

Mar 

1909 

1914 

1039 

190.7 

May 

1914 

1829 

1944 

1914 

Jut 

1933 

1939 

1959 

1934 

Aug 

1934 

1939 

195.0 

193.0 

Sep 

1899 

190.1 

TB2.1 

189.0 

Oct 

1869 

1859 

1869 

1869 


8*BE 5,000 (KI min; centB/SOKr bushel 



Ctoae 

Prevtout; 

Higti/Low 


Dec 

230/2 

228/2 

231/4 

227/4 

Mar 

239/8 

237/6 

240/6 

238/6 

May 

245AI 

243/4 

248/2 

242/4 

Jul 

249/8 

247/2 

250/2 

346/0 

Ssp 

248/D 

245/2 

246/2 

246/0 

Dec 

240/0 

247/2 

349/0 

248/6 


WHEAT 5JX10 bu mint centeJSOIb-busIiet 



Ctoae 

Pravioua 

Mgh/Low 


Dac 

263/2 

263/8 

265/4 

282/2 

Mar 

277/4 

278/2 

280/D 

277/D 

May 

2886) 

285/4 

286/8 

283/8 

JUl 

289/4 

*90/2 

291/4 


Sap 

294/0 

295/0 

296/0 

284/0- 

Dee 

304/4 

305/4 

0 

0 


UVE CATTLE 40X00 lbs: carts/lba 



Ctoae 

Previous 

High/Low 


Dee 

78.76 

7892 

78.82 


Ftb 

7397 

7442 

7490 

7395 

Apr 

74.90 

7692 

7595 

7490 

Jun 

72.82 

7295 

7295 

72.50 

Aug 

7090 

7195 

T1J5 

70.85 

Oct 

7195 

7890 

7192 

7125 


UVE HOQS 3MM lb: oentadba 



Ctoae 

Pravioua 

Htfth/LOw 


Dec 

53JS 

8395 

5895 

6390 

FBb 

60.75 

5197 

5095 

6095 

Apr 

47^7 

4895 

4795 

4795 

Ate 

5197 

5195 

5190 

51.02 

Jul 

5195 

8190 

6195 

sire 


4895 

50.40 

4895 

48.90 

Oct 

4690 

57.17 

0 

4590 

PORK BULLIES 40,000 lt>« eenta/lb 


Ctoae 

Pravioua 

High/Low 


Fab 

65.75 

87.17 

6690 

6528 

Mar 

66^ 

87.00 

88.80 

83L2S 

May 

8592 

67.1D 

we 44 

8590 

Jut 

8495 

66.10 

8595 

6490 

Aug 

6290 

63.40 

6292 

6290 




Ofi a aiB fii^a^|*R3»sas 
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FINANCIAL TIMES TUESDAY OCTOBER 23 i?» 


Total Quality 

Has 

Its Rewards. 


£ 


C 



Long term investment in and 

COMMITMENT TO TOTAL QUALITY HAS 
ITS OWN REWARDS. 

And Lucas quality is clearly 
APPRECIATED WORLDWIDE BY MAJOR 
COMPANIES, SUCH AS BOEING, FORD, 

IBM and Kodak. 


Highlights of 1990 Annual Rhsults 


Sales 

£2, 334m 

up 7% 

Profit 

BEFORE TAX 

£191. 2m 

up 2% 

Earnings per 

SHARE (DILUTED) 

20.2p 

UNCHANGED 

Total dividends 

PER SHARE 7. Op 

UP 12% 

Research-, 

DEVELOPMENT 

AND CAPITAL ’ 
INVESTMENT 

£234. 8m 

up 25% 


Extract from Chairman's Statement 


'The Lucas financial results 


ILLUSTRATE BENEFITS FROM THE IMPROVED 


BALANCE AND PERFORMANCE OF OUR 


INTERNATIONAL OPERATIONS - WHICH HAVE 


ENABLED THE COMPANY TO ADJUST TO 


MARKET AND OTHER CHANGES WHILE 


INCREASING INVESTMENT FOR SUSTAINABLE 


SUCCESS IN FUTURE. AS UNCERTAINTIES 
CONTINUE IN OUR MARKETS WE ARE CONCEN- 
TRATING ON EXPLOITING OPPORTUNITIES 
FOR ORGANIC GROWTH COUPLED WITH 
EVEN GREATER DETERMINATION TO REDUCE 
COSTS AND IMPROVE COMPETITIVENESS.* 

I . . 

Tony Gill. 



The Colour of Innovation 


i 
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LONDON STOCK EXCHANGE 


Slow response to improved trade data 
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THE BEST UK monthly trade 
figures for more thaw three 
years received, -a rather luke- 
warm welcome yesterday in a 
UK equity market heldback by 
nervousness on Wall St over 
delays in the attempts to settle 
the US budget eriiH^ mute in 
the market that a negotiated 
s ettlem ent between Iraq and 
Kuwait' might be possIhlB gave 
some help to London, how e ver, 
as the first day of the new 
equity trading armiwt eamw 
its dose. 

The ma rket ' managed to 
regain the FT-SE SUOO mark, 
but had to straggle to sustain 
itself above: that level after 
tracing an erratic path in <fan . 
featureless, trading. The FT-SE 

Renewed 
doubts on 
Cookson 

CONCERN among sector ana- 
lysts over the outlook at Cook- 
son, the industrial matorialu 
group, increased on the news 
of the £i60m sale off its 50 pear 
cent interest in Tfoxide Group 
toJGL 

Cookson is to retain a Tiax- 
ide divide nd of glim , but the 
sale price «tww>^ researchers 
who had recently valued the 
stake at some £350m. The tteal 
has the hallmark of a forced 
sale, according to one, and 
indicates Cookson’s concern to 
get ont of its ICI-shared ven- 
ture, since it lacks the . 
resources to fund a major capi- 
tal pr ogr am me at TLoadde. 

Although Cookson is evi- 
dently taking action to work 
its way oat of debt, analysts 
believe this could take some 
years to achieve. Its markets 
are sluggish at present, and 
there are fears that the com- 
pany might have to turn to 
shareholders for funds. One 
specialist trader thought that a 
dimmed-down Cookson would 
be unattractive to a predator. 

However, others believed 
that yesterday's deal had 
improved Cookson *s prospects 
and the shares stood up well. 
They fluctuated between 65p 
and 72p in heavy trading of 
16m shares before dosing only 
2 off an the day at 68p. 

Hammerson weak . . 

The release of half-year prof- 
its by Hammerson Property 
was something of an anti-cli- - 
tmnr in the market, with- a 12 
per cent fell in pretax profits 
and an nwriym p^ in ipriw <iivk 
dend of &5p. Traders were dis- . 
satisfied by the absence of spe- 
cific reference . to. ..the 
company's exposur#' to earn- 
ings in the US, Cshndaraiid 
Australia. 

The company's portfolio is 
nearly 60 per cent overseas- 
based, and there has bear con- 
cern regarding the .continued ■- 
effects on earnings of any 
renewed rise in starling. -The 
shares dosed 8 lower at 550p 
on very light tu r nover. 

Lucas wanted 

Reports of analysts' disap- 
pointment with the annual 
profits of Lucas. Industries 
failed to upset the market The 
shares firmed 8 to H7p in brisk 
trading volume of The 
UK aerospace to automotive 
components group revealed 
slightly higher profits of 
£191 ,2m, tprftniin g a non-recor- ■ 
ring net gain of £&9m. 

The figure was below the . 
most optimistic expectations, 
but they found support “There 


Index closed 13 paints up at 
Hfl24.Jqst below the best of 
theday. 

Equities hesitated daring the 
morning, despite a potentially 
favourable backcloth of falling 
oil prices and firm perfor- 
mances by New York and 
Tokyo equities at the end of 
last week. The announcement 


were no surprises, * said 
County NatWest’s researcher 
Mr pete Deighton, "and this Is 
a commendable performance 
from a cash generative group.” 

Aerospace activities compen- 
■ —ted, as the market had gatld. 
p&ted, for shortfalls in other 
Lucas markets, particularly 
automotive components. The 
problems in world motor mar- 
kets have been well ventilated 
and industry sources expect 
the trend to continue. Never- 
theless. Mr Deighton predicts 
that’ Lucas will make £ 187.5m 
for the c u r rent period, exclu- 
ding pro perty , and may lift the 
dividend, wfe previous profits 
estimate was £190m. 

Barclays gained 5 to 362p 
after the bank denied newspa- 
per reports that it was to split 
into two p a rt s , one based on 
domestic banking and the 
other on larger international 
. business customers, and that a 
rights iSSUe Was hgfaff wmiwn. 
plat e d MliTTnrut ytrijferi 9 at 203p 
after favourable weekend press 
co mment Abbey National and 
Uoyds, both strong performers 
of late, diimed cm profittaking, 
with the former losing 4 to 
212p and the hitter 1 to 275p. 

Kle in wo r t Benson gained 3 
to 284p in continuing : response 
to its sale of the Premier OH 
stake. Rest National Finance 
Corporation was down 12 at 
176p on suggestions that 
S.G. Warburg had lowered its 
profit forecasts. Warburg 
refused to comment on the 
speculation. 

Hi ghland Distilleries finned 
yet again on consideration of 
last week’s deal which gave it 
a stake in Rdmy-Coi&treau. 
Hi ghland rose 7 to 232p. 

Oil shares regarded the 
decline in the crude oil price 

with suspicion. Sector majors 

barely moved, or followed 
share indices a little higher. 
Analysts blamed the continu- 
ing uncertainty . over how 
Iraq’s occupation of Kuwait 
would be resolved. "The oil 
price could easily spike . 
upwards again,” said one . They 
added that the sector bad been 
heavily :S*dd last week. 

Shell finned 4 to 453p and 
BP added a penny at 338p, with 
reports of a bull position being 
taken in the latter by one 
player through the traded 
Options market. BP was the 
fifth most active instrument in 
the traded options market, 
where contracts for the equiva- 
lent of 1-S5m shares changed 
hirqi^a Volume in the share 
market was 5m. Lasmo was 7 
better at one point but ended 
unchanged on the day at 42Sp. 

Budding issues f rom 

a lack of turnover. It was only 


that Britain’s trade 
shrank to £845m In September, 
co mpared with City forecasts 
of around £L3bn, brought an 
immediate uptick, replacing a 
fall of L5 points on the Footsie 
with a temporary gain of 8 
points. 

But the advance was q uickly 
trimmed in a market con- 
cerned over the apparent 
breakdown in the US budget 
negotiations which, London 
analysts predicted, could imply 
a tell of as much as 30 Dow 
points when Wall Street 
opened for business yesterday. 

In the event. Wall Street 
proved as erratic as London in 
early trading, opening slowly 
and fluctuating sharply before 


showing the predicted fen of SO 
Dow paints in London trading 
hours. The UK market, having 
benefited when New York cot 
its early loss, held on to its 
improvement until it closed for 
the day. 

UK equities finally 
responded, albeit grudgingly, 
to the favourable, 3 somewhat 
muted, response to the domes- 
tic trade figures by British 
Government bonds and ster- 
ling. But the most noteworthy 
feature of the day was the lack 
of investment business. Seaq 
volume reached only 336.4m 
chamq, against 48Llm on Fri- 
day. 

Market strategists appeared 
unperturbed by the equity 


FT-A All-Share Index 



Equity Shares Traded 

Turnover by volume (miOkxi} 

E n d ucBng; 



mm ms m 



a late flurry of activity that 
allowed PflHngtxm (I52p, up 2) 
and Bine Circle (also 2 firmer, 
at 2i3p) to each trade lm 
shares. Tarmac was the most 
active stock with 2m shares 

chang in g hnwTg Bnt wwi this 

was conducted in a market 
larking any froth incentives. 

Major dollar earner Cable 
and Wireless rose 7 to 430p on 
a t Krn turnover as starling fell 
and it was announced that the 
price of ca bl es bad increased. 
Racal, however, shed 2 to 152p 
cm a volume of a im- Strate- 
gists pointed to worries over 
selling of the company 's shares 
in the us and said the stock 
had moved down to the extent 
that |t was beginning to look 
attractive. 

Concern over Hawker Sldde- 
ley's rash flow was blamed for 
a relative lack of progress in 
the shares which, in light trad- 
ing; added only 1 at 392p in 
spite Of the-gqpgral fh-rnnasa of 

the equity .Sector. 

- HO, L the engineering and 
metal refinings group, shed 2 to 
I85p as downgradings on Fri- 
day of analysts' profit forecasts 
filtered through to the market 

An «*nnnrmf«>mftwt that IMT 
was making a £l2.2m takeover 
bad for Birmingham Mint, the 
Midland coin maker, in the 
form of an 85p offer for the 
ordinary shares and an 80p bid 
for the preference shares was 
not seen as a significant factor 
in IMTb Bhare price but 
brought a very positive 
response in the takeover tar- 
get, which shot up 23 to 63p. 

The growing belief that 


Siebe was mistaken to buy 
Foxboro, the US automation 
and control equipment maker, 
brought in a steady flow of 
sellers and the shares fell 10 to 
257p. 

The market gave a guarded 

response to the sharp fall In oil 
p rires . feeling they were 
likely ’to swing back up ag a i n , 
and rises in the heavily on-in- 
fluenced transport sector were 
slender. British Airways only 
picked iQ) 2 to I48p on a turn- 
over of 7.7m. 

Last week’s bounce for 
Davies ft Newman, holding 
company for the Dan Air air- 
line, on the appoi n tment of a 
new director proved short-lived 
and the shares slipped back 15 
to 140p. 

However, Ttphoak, the con- 
tainer leasing and trailer 
rental company which has 
heavily underperformed the 
market for some time; contin- 
ued its recent rise to gain II to 
364p as buyers moved in on 
what they ooistder an under- 
valued stock. Associated Brit- 
ish Ports performed strongly, 
rising 7 to 214 as the market 
felt that the stock had been 
oversold and buyers moved in. 

Storm gar d. the office sup- 
plies company, dipped sharply 
when short-term investors 
elected to realise profits and 
the price closed 9 down at 24p. 
The shares have recovered 
strongly from last month's low 
of I4p, which followed the 
w a rni ng at the annual meeting 
that mid-term profits were 
unlikely to show a material 
profit before' tax. A trader said 
yesterday the appearance of 
one sizeable seller triggered 
ameiier share sales. 

Continuing doubts over the 
Severn Trent Water offer for 
Calrd «wmpd shares of the lat- 
ter to fell 5 more to 52p. Severn 
said yesterday It was not able 
to comment on the status of its 
offer, which it extended to 
October 23. The water com- 
pany also drew attention to the 
conditions of its offer regard- 
ing the rec onfirming of Caizd’s 
profits forecast. 

A profits dowgrading by 
Kleinwort Benson with the 
recommendation to be under- 
weight brought Hickson Inter- 
national back 8 to 125p. 
W. Canning was an even heav- 
ier loser at 88p, down 8, while 
USM-listed Darby Group 
slipped 5 to 96p after revealing 
lower naif-yearly profits* 

W A Smith eased 2 to 365p 
after Laing ft Cruicksbank 
lowered its current year fore- 
cast to £S3m from £95m. Laing 
said current sales are disap- 
pointing and there could be a 
slow build-up to the important 
Christmas period. 

Salnsbury rose a penny to 
309p after County N&tWest was 
believed to have found an insti- 
tutional buyer of 2J2m shares. 
Aside from the County inter- 
est, dealers noted that Sains- 
bury presents its annual 
results on November 7 and for 
the first time is having an amt- 


market's in respond- 

ing to good news yesterday. 
The September trade figures 

WOUld "do no harm at all to 

hopes for another cut In inter- 
est rates before the end of the 
year,” according to Richard 

Kersley at BZW. However, the 

market still wants to see the 
promised downturn in domes- 
tic inflation. "A fell in the 
headline inflation numbers 
must be the catalyst for thA 
mar ket, ** mid Mr John Reyn- 
olds at County NatWesL 
Also largely ignored yester- 
day was the sub stantial dip in 
oil prices, but this could on 
forther consideration prove a 
bullish factor for the stock 
market. 


tysts’ meeting on the mtw* day 
which, thought some market 
sources, suggested an 

annnm w-wmaw f may be in Hw 
offing. Aada was imrhang pri a £ 
. 129p as some investors contin- 
ued to switch from the ordi- 
nary stock and. into the con- 
vertible Eurobonds. There was 
also some hedging in the 
traded options market against 
the switching. 

Unilever improved 8 to 658p 
following the strong perfor- 
mance by Wall Street on Fri- 
day- Berisford was up 2 at 28p 
following reports that Hanson 
was interested in bidding for 
Its sugar division. But dealers 
said that interest in Berisford 
had been low as Tate ft Lyle 
has yet to find, out whether it 
will be allowed by the Monopo- 
lies and Mergers Commission 
to join any possible auction. 
Tate ft Lyle fell a penny to 
247p, while AB. Foods, which 
has also expressed an Interest 
in British Sugar, eased l to 
398p. 

Light d emand in thin vol- 
ume after a bullish report last 
week from a broker helped 
Reed frtiTniitinnal 12 to 
357p. Turnover was 696,000. 
Pearson benefited too, adding 5 
at 615p on high volume for the 
stock of Llm shares. 

Wace, a design and typeset- 
ting concern, slipped 6 to 186p 
after reporting the effective 
failure of its lOOp a share 
rights issue. Of the 37%m new 
8 per cent convertible prefer- 
ence shares, only &£8 per cent 
were taken up. 

Hunterprinfs confirmation 

that r efinancin g talini were "at 
an advanced stags” helped the 
shares recover 10 at one point 
before dosing 5 better on the 
day at 23p. 

Rank Organisation cancelled 
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meetings with Individual ana- 
lysts in favour of a collective 
briefing on October 30. Traders 
Interpreted this as Implying 
market sensitive information 
would be revealed. 'Hie added 
uncertainty left the shares 2 
easier at 633p. 

Euro Disneyland stalled 
after last week's steady climb. 
The shares retreated 14 to 910p. 

Marketmakers reported a 
short position in Ladbroke 
after one of their number sold 
a block of 250,000 shares. Posi- 
tive press comment was also 
said to have helped. The shares 
rose 7% to 277p ex-dividend. 
Turnover was 4m shares. 

Rising hopes over the possi- 
ble management buy-out at 
Goldcrest left Brent Walker 9 
higher at 7Qp ex-dlvldend after 
last week’s weakness. 


Video Store became the lat- 
est casualty of what leisure 
analysts now recognise was an 
appalling summer for video 
rentals. It dropped 3 to 4p. 

Allied London Properties 
moved a penny lower on news 
of a near halving in annual 
profits. While the dividend 
total for the year was 
increased slightly, the com- 
pany (tedded to make a £L9m 
provision in respect of its land 
bank, having reviewed the less 
than favourable market condi- 
tions. 

Rosehangh . finished 
unchanged at 86p in spite of a 
sombre assessment by Klein- 
wort Benson of the company's 
joint construction venture with 
Stanhope. The letting of four 
buildings in the Ludgate devel- 
opment in London, announced 


last week and which is part of 
the Joint venture, was seen as 
encouraging, but went only 
part way to reducing the gap 
between servicing development 
debt on the project and rental 
Income. Stanhope also closed 
unaltered at 86p. 

Property development and 
investment specialists Water- 
glade International moved up 
sharply by 10 to 40p on news 
that the company has sold its 
interest in five property devel- 
opments In Germany for 
DM 13m (£4.4m). Waterglade 
sold its stake to reduce net bor- 
rowings, which now stand at 
£35J>m. 

■ Other Market statistics, 
including the FT-Actuaries 
share index. Page 28 
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• Current Unit Trust Prices are swlMN* FT Ckyllns. To obtain your frea 

Unit Trust Code Booklet ring the FT CHytlne help desk on Q71-G2S-2128 
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CURRENCIES, MONEY AND CAPITAL MARKETS 


foreign exchanges financial futures and options 
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MONEY MARKET FUNDS 
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pE DOLLAR was firmer on 
“fe foreign exchanges yester- 
day while sterling improved 
nom a shaky start after better 
than expected UK trade fig- 
ures. The US currency was 
supported by short-covering 
after its recent fall to a record 
low against the D-Mark and 
the lowest for nearly 2 years in 
terms of the Japanese yen. 

Lack of fresh economic news 
helped at a time when techni- 
cal factors were boosting the 
dollar. Its index rose to 60.4 
from 60.2. The dollar broke 
through resistance at DML5150 
and closed in London at 
DMi.5 160 compared with 
DMl.5025 on Friday. It also 
improved to FFr5.0750 from 
FFr5.0350 and to SFrl.2805 
from SFrl-2695. 

Continuing discussions 
about the US budget deficit 
had little impact on trading, 
but a sharp foil in oD prices 
gave support to the Japanese 
yen. The dollar rose slightly to 
Y126.00 from Y125.90 at the 
London close, but the D-Mark 
feH to Y83.10 from Y83.80. 

Sterling opened weaker and 
then rallied after the Septem- 
ber UK trade news proved 
much better than expected. 
The current account deficit of 
£845m was a considerable 
improvement on the August 
shortfall of a revised £i.l99bn 
and was also well short of mar- 

£ IN NEW YORK 


ket estimates of around £l Jbn. 

Lower imports, coupled with 
higher exports and rising reve- 
nue from North Sea oil, led to 
the Improvement ft was the 
best figure since April 1987, 
encouraging hopes that the 
current account deficit for this 
year will show a narrowing 
from the 1989 figure of £19bn- 
Tfaere was some optimism in 
London yesterday that the fig- 
ure for the full year could be as 
low as £l&5bn. but that the 
Treasury’s £15bn target is 
unlikely to be met. In the third 
quarter the trade gap - includ- 
ing invisible items - fell to 
£3^bn. from £6.2bn in the same 
quarter of last year. The deficit 
for tbe first nine months of 
1990 was £13 .57b n- 
The pound had fallen to a 
low of DM2.9325, before the 
release of the trade figures, but 
it rallied to finish around the 
highest level of the day at 
DM2.9550 compared with 


DM2.9450 on Friday. Sterling 
also rose to FFr9.8900 from 
FFr9-8650 and to SFr2.4950 
from SFr2.4875; it fell to 
Y245.50 from Y 246.75 against 
the firm yen. The pound also 
lost 1.05 cents to S1-S4S0, while 
its index eased 0.1 to 94.4. 

Figures released by the 
European Commission showed 
sterling only slightly above the 
bottom of the European Mone- 
tary System exchange rate 
ratyhanism The lira was the 
weakest member, with the 
pound 0.03 per cent higher. A 
fall in short-term Italian rates 
had an unsettling impact on 
the lira, but it improved 
slightly against the D-Mark at 
the Milan fixing. The D-Mark 
was set at L749.12 against 
L749.49 on Friday. 

The French franc had a firm 
tone ahead of today's French 
trade data for September. The 
D-Mark fell to FFr3.3485 from 
FFr39502 at the Paris fixing. 
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0 09 023 

023 0 J 7 

0.44 055 

067 076 

0.92 aw 


Estimated talont utal. Cafe 100 Pas 1710 
Prei lows d^-socen let Calls 1 SB 44 PMS 20696 

LONDON (UFFE) 

20 -YEJU 1 % tHJTWUL CXL.T 
£ 50,000 J 2 lt* of 100 % 


Estimate Kite teuJ. CaBs 4(87 Pas 61 % 
Ffrv»tor , topec IS. CaUs 57445 P«S 115931 


uffe omul sraajw opiums 
ggjoopgs^iirt 

Strike Caltesolnos Po&sttttewas 
Wa Oec Mar Dec MAS 

H 575 0 B 4 L 92 OR 0.03 

S 6 C 0 091 L 93 004 a 04 

8625 0 41 L 44 O.W OHS 

3650 0 ZS 121 013 QJJ 7 

8975 0 15 1 CO 033 0.11 

£700 a 09 081 052 017 

ra 0.05 0 93 0 73 024 

8750 003 0.47 0 % 033 

Estimated alum mat Cans 2881 Puts 6142 
Pretete day's «te> «■ Cans 62676 POs 53444 

CHICAGO 

ul TKA5USY Boms ton «% 
an,cco3Mi«iiM% 


Wndd Miami total. Galls Jfl Puts IS 
PreriaB day's »efl ML MIS 2012 PWJ 2461 


UFFE EDSBOOUJUI 0 PTKNS 
da wMsal US% 

Strike Cafls 4 eillenwMs 
Price Da Mar 

9125 0.77 1.01 

9150 054 0.79 

9175 033 058 

9200 0.15 0.41 

9225 107 027 

9250 003 0-18 

9275 002 HU 

9300 a 01 <106 


PuMenlaas 
Dec MAR 
0.01 0.05 

0.03 0.08 

0.07 0 J 2 

0 J 4 030 

031 031 

032 0.47 

0.79 0.65 

LOO 088 


Estimated mkme MUI. Calls 50 Ms 0 
Pretests day's apee ML Can$3906 POs 2362 


JAPAKSE TEN (DOO 
7123 a S per TIM 


Oct 22 

Close 

Prwtacs 

Ctee 

£Spa 

L 9420 - 1 .S 430 

19590 - 1.9600 

1 otoatA 

102 - 1 . 00 pm 
2 . 68 - 2 . 65 pm 

0 . 978 . 95 pm 

3 moats 

2 . 69 - 286 pm 

12 ramus 

8 J 38 . 43 JM 1 

8 J 48 . 44 pm 


EMS EUROPEAN CURRENCY UNIT RATES 


Spanish MOa 133631 129 J 85 - 1 X 8 160 56 

Belgian Fra* 42.4032 42.4015 0.00 031 4 

French Franc 689509 6-89642 0 .R 0.29 3 

Irish Past 0.767417 0.768176 030 0.21 -1 

Gerana D-Mot 2.05566 105951 0.18 013 -7 

Danish Krone 784195 7.85794 0.20 0.10 -6 

Dutch GoOdsr _ 2-31643 2 J 2142 022 0.09 -7 

Staling 0.696904 0 . 696 S 31 088 0.03 -5 

tunas Lira 153884 154193 030 0.00 -12 

Ecu central rates sei by the Earagean COnmlsstei. Comtes are In descend*? nialliestfcagth. Parentage ctan 
are (v Ecu a paste* change d enotes a weak om ency. Dlwgesxe ttows the ratio between tap spreads: the 
pereentage dfftraiee between tbe acute maria and Ecu ceorai rales far a currency, aad the maxteun permitted 
* » »<« dertaitei of the currency's maria rate from Its Ear central rate, 
catenated by Fhasdal ThneL 

POUND SPOT - FORWARD AGAINST THE POUND 


Dose h:sB Law 

Cee - 8483 8486 83-14 

Ha 84-18 84-17 83-30 

JH 84-26 

Estinuta! tatene 17245 < 22428 ) 

Parlous day’s eom kit 33446 G 210 S 

Pmr 

83-10 

8385 

8481 

fee 

Ma 

Jn: 

s 

Ma 

JE 3 

Ow 

91-11 

90-31 

90-19 

9087 

89-22 

89-18 

©W 8 

91 -S 
91-08 
9088 
90-11 
9080 
89-20 
8988 

tow 

90-15 

9086 

89-30 

8926 

89-15 

8986 

8984 

Prtr. 

9 i-W 

90-30 

90-18 

9086 

89-27 

89-17 

8987 

US TKCASUnr GOMB 8 % 

3108,000 32 UA at 1 M% 


Dr 

Ma 

88-22 



8821 


0.7920 0.7947 0.7901 0.7939 
0.7916 0.7940 OJ 900 0.7934 
0.7910 0.7919 07719 0-7727 


BEUTSCHE HARK (BUD 
DMttSJUOSpwM 


£ at 
central 
rats 

Cbntnqr 
anwuos 
against Eat 
(kt 22 

% cteugr 
ten 
antral 
rate 

% spread 
Kwata 
HWM 
aimer 

Indicator 

133631 

129 J 85 

- 3.18 

3 M 

56 

42.4032 

42.4015 

aoo 

031 

4 

6.89509 

689692 

0.02 

229 

3 

0.767417 

0.768176 

(U 0 

0.21 

-1 

285586 

205951 

0.18 

0.13 

-7 

7 A 5195 

785794 

OS 

0.10 


2 J 1643 

2-32142 

022 

0.09 

-7 

0.696904 

0698831 

028 

0.03 

-5 

153824 

154293 

OJO 

0.00 

-12 


Ocse Wen Lc 
Dec 91 -Ca 91-23 90-3 

Mar 90-26 

Jun 90-14 

Estimated wlmre 4710 06933 
Pmlcns dq 3 open U. 6937 < 6466 ) 

6% KITtatAL 0£SUHH E0VT.l»i" 
001250,008 lOOths of 110 % 


0.6571 06633 0.(663 0.6658 
0.6558 0.6618 06554 06647 
0.6545 a 6600 Q 6550 06633 


(LS. TREASURY note nuw 
Sim stated 180 % 



Close 

Hh* 

low 

Fla. 

Dk 

8189 

8238 

a H 4 

8200 

Mar 

8164 

8210 

8 LbS 

8 L 74 

Jen 

8 LS 8 

81.90 

sn me 

8 L 68 


fee 

Caw 

9319 

S 3 M. 

Law 

93.19 

Prat. 

•B 21 

Ma 

93.47 

93.48 

93.45 

93.46 

Jn 

93.46 

93.46 

93.45 

93.43 

Seo 

9339 

93 J 9 

- 

93 ^ 

Dk 

93.07 

9387 

- 

93.03 


Forward pratatos and discounts andy to the US doUa 

STERLING INDEX 


8 J 0 

an 

Ccl 22 

942 

Prtitas 

94.4 

9.00 

am __ _ 

94.1 

943 

10.00 

am 

942 

943 

U -00 

am 

94 J. 

944 

Moon 


94.4 

94.4 

LOO 


944 

94.4 

200 

pm 

943 

94.4 

380 

pn — . — 

942 

943 

480 

pm 

94.4 

943 


Netherlands. 

Bdqhnt-.... 

Detente™ 

Intel 

German* 

Portugal 

5 wfa 

Italy 

Sweden — 

Japan 

Austria 

Swtuerlaad. 
ECU 


L 9455 - L 9585 
27805 - 2-2750 
331-31334 
60 JS- 6 G 8 S 

1 L 194 - 1 L 27 
L 09 Q 5 - L 1045 
2 . 934 - 2.96 . 
25930 - 261.70 ! 
18450 - 186 . 7 D 
21974 - 22144 
11394 - 11-49 
9.624 - 9.894 
10894 - 1095 \ 
245 - 247 
20.65 - 20.77 
2 MU - 2.494 
L 4230 - 24280 


CURRENCY MOVEMENTS 


GmuiBtlai rates taken towards tte ad of I 
855 - 8 . 45 cjkh 


Lfle-LOOqm 682 
037-0 28cpm L71 

14 -lSaxn 6.03 
XU 5 cpm 5.44 
44 - 34 aepm 434 

0 . 41 - 037 cpai 485 

ss 

feO-lOOcrih - 5.19 
64-54ltesm 3.19 
44 - 3 ^aqim 385 

34,-3 bes m 4.40 
24-340Kdis -2.95 
lW’eWtn 6.42 
9 t,- 8 %graan 585 
lVlLcpn 631 

Q 33 - 030 qwi 434 

- Sb-moBth forward dollar 5 . 004 . 95 cpm . 



Estimated tetene 39151 (558771 
Prmers tafi opto M. 99695 000210 ) 


6% K&TEUML LSKE TOW JAPANESE GOVT. 
aom Yinoa inathinf 100% 

Cose Hhh Lea Pm. 
Da 91.44 9133 9181 9 U 0 

Mar 9 L 50 9160 9130 9 L 16 

Estimated *dume 157 047) 

Prenas dip's open la. 731 1688 ) 

THREE MONTH STE 8 UNG 
£5086*8 pete «f 100% 


SWISS FXAMC ami) 
SFr 125,000 S perSFr 


Oaa HM Low Pitt 
0.7732 0 . 7»7 0.7760 a 7 B 83 
0 7777 0.7850 0.7758 0.7878 
0.7771 QJ 840 0.7770 (17872 
0.7759 • - 0.7860 


Cktse High 
92:02 92 .S 

92.22 9284 

9220 9282 

9208 92 JD 9 

9 L 76 9 L 77 

9161 9 L 61 

91.46 9 L 46 

4134 9135 

A POORS 500 BBOT 
i tela 

dose HMi 
31530 3 U.fi 
31880 32180 

32120 324.00 


Low Pm. 
31240 313.05 
91530 315.75 
318.0 ff nm 


PHUADOPHIA SE m BPTBMS 
aUSD (ants per £11 



Dm 


Low 

Pm. 

Dec 

8657 

86.49 

8652 

Mar 

87 64 

87.68 

8751 

8754 

Jwi 

88.41 

88.43 

8850 

8832 

Ste 

88.60 

8832 

8833 

8855 

Sc 

8357 

88 JC 

E 8-54 

8854 

Ma 

8836 

8840 

8834 

8834 

Jn 

8828 

88 J 0 

8824 

8828 

Sep 

88.25 

8850 

8824 

8826 

Dec 

8825 

eajo 

8830 

8826 

Ma 

88.24 



88 25 

In 

8327 



8828 

Sep 

£ 8.27 



8828 


Suite 

Price 

Not 

Calls 

Dec 

Ma 

Jn 

fare 

Pats 

Dec 

Ma 

Jn 

1825 

1180 

1190 

11.96 

1217 

0.09 

056 

233 

433 

1850 

9.40 

9.48 

954 

10.18 

025 

0.97 

212 

214 

LB 75 

7.04 

734 

7.99 

8.48 

039 

135 

4.08 

625 

1900 

4 . 9 S 

349 

638 

7.00 

1.15 

229 

520 

7.53 

L 925 

327 

395 

5.04 

274 

202 

235 

653 

are 

1.930 

209 

226 

294 

4 . 6 B 

219 

4.73 

8.01 

ID .46 

L 975 

122 

L 86 

203 

277 

200 

635 

935 

1211 

Pmtaa day's open to: Crib 278.699 Puu 312086 (All twrrenderi 
Pmtafl toy's «tene: Calls 20,«5 Pots 13347 (All cvreacks) 





18 YEM 10 % WmOJUL FRENCH BOND HUOIF) FORMES 


DOLLAR SPOT - FORWARD AGAINST THE DOLLAR 


ESL Vbl. Oik. flgt. IM stand 34370 08738 ) 
Prates day’s spea la. 154666 (153660 


Opa One Qnogr Ktab 

98 70 9354 -ruS 98^4 

9 a . 62 98.44 + 0.02 98.82 

98.60 98.48 4068 98.60 


December 96 70 9354 40.( 

Marsh 9a. 62 98.44 40.C 

Joe 9860 9848 401 

Se cla nber 

rrnmini nDmar 58959 Total Opoi lounst 68531 
OPTION Dtf LONG-TERM FRENCH BOND (MARF) 


low Yield 

9852 1087 

98.44 1088 

9848 1089 

1 D 3 B 


Ms 

Dec. Man* 

0.44 1.19 

0.70 L 59 

134 L 99 


49,990 3*40 




Better on trade data 


THERE WAS an easing of 
longer term interest rates in 
London yesterday after better 
than expected UK trade figures 
for September. 

A narrowing of the trade def- 
icit pulled 12-month sterling 
interbank down to 13ft-13A per 
cent from 13 ’4 -13 'A, but the 
data did not encourage any 
hopes of an early cut in bank 
base rates and the important 
three-month rate had a slightly 
firmer tone at 13U-1SU per cent 


UK daring bank base tamflng rate 
14 per ceat 

tram October 8, ISM 


against 13V.-13H- 

Short sterling futures 
improved on the trade figures. 
December delivery opened 
lower at 86.50 on fears of a 
large deficit, but touched a 
peak of 86.63 on tbe lower than 
feared trade gap, before closing 
at 86.57 compared with 86-52 
previously. 

Day-to-day credit was in 
fairly short supply on the 
London money market. The 
pnnk of England initially 
forecast a shortage of £75001, 
but revised this to £6SCm in the 
afternoon. , 

Total help of £550m was 
provided. Before lunch the 
authorities bought £339m bilte 
outright, by way of £31m bank 
bills in band 1 at 13% per cent 
ypfim Treasury bills in band 2 


at 13% per cent; and £283m 
bank bills in band 2 at 13% per 
cent. 

In the afternoon another 
£126m bills were purchased, 
via £36m bank bills in band 1 
at 13% per cent and £90m bank 
bills in band 2 at 13% per cent. 
Late assistance of around £85m 
was also provided. 

Bills maturing in official 
hands, repayment of late 
assistance and a take-up of 
Treasury bills drained £l,009m, 
with exchequer transactions 
absorbing £240m and bank 
balances below target £70m. 
These outweighed a fall in the 
note circulation adding £54Sm 
to liquidity. 

In Frankfort call money rose 
to 8.05 from 8425 per cent as 
tax payments drained funds 
from the money market This 
drain on liquidity led to a foil 
in banks reserve holdings at 
the Bundesbank to DM63bn 
from DM66bn last Thursday. 
The tightening of conditions 
has also caused banks to 
increase their borrowings, 
under the Lombard emergency 
facility, to DM9.1bn on Friday 
from DM4.7bn on Thursday. 

In Amsterdam the Dutch 
Central Bank left the interest 
rate on special deposits 
unchanged at 8.0 per cent 
when offering three-day funds 
to the money market The new 
pact on special deposits will 
replace an expiring eight-day 
facility worth FI 5.obn. 


4pm 

Prime ww .. 

10 

QruuuOi- 
TwomoMk - 
Ttnemantt - - 

750 

739 

7.47 

Thru year 

girjwr 

Ftwirar 

-.7.96 
_ 8JS 
B2* 

FedJm* 

Fed. foods at krttrrestim— 

R 

Or yea 

Twayna. 

736 

733 

726 

Sepajear. 

3Dyea 

& 49 

832 

8.75 


— 800-810 835825 

- ?A-23 9S-9V 


N m tt fh 

Dun* 


= w 

- 9JHH 



820835 845860 860875 

9 a^a 9 H -98 10 - 10 J. 

: : 

lflVlOtt 16V11U. 


LONDON MONEY RATES 


Interbank Off«r 14 14 .L 14 - 13 H 134 13 b 

WCTtaBfcBH 13 ^ 130 13 % 130 13 % 13 

Sterling COs - _ 131 ! 13 X 13 s. 13 A 

a - a u - a “3 

Dkcoont Ukt Dms. 13 U 13 % 13 H 13 b - - 

Comnanj Deposits ....... - - 14 £ 13*1 13 b 13 b 

FTram House D^tetlts - 130 135 13 3 13 d 

Treasury 8 Ills (Buy! - - I 3 S 1314 _ - 

Sink Sills (Buy! ... - — 13 M J 5 ij j 2 S - 

Fine Trade Bills (Buy).. — — 14 A 13 S 13 H — 

DiHlarCDs. - - 8.3 8.12 ai 2 8.17 

S 0 R Linked 0 w, Off*. - 9 b 9 b 93 * 9 % 

SOR United Dep, Bid ... - - 9 ^ 9 b 9 b 9 b 

ECU UriedDea Offer. - 9 ‘J 9 ? ID 9 ^ 

ECU linked Dep. BM ... - 9 fi 9 b 9 * 10 

Treasury BII IsfaH IJ; one-mortta 13 b jxr cent; three mantis 13 iJ per cent: st» ntooite 12 b tor 
cent; Bank Bllb faellh one-month 15 g per cent three mentis 13 A ner cent Treasury Bills; 

rateof dlKMtt 13 . 189 Tpx. EttD Flud Rate Sierilm Export Rnanee. Mate uo 
day 0 etol»r 8 .1990 . Agmu rates for period Oct 24.1990 u Nor 2 . 1990 , Scheme 1: 15 78 
B-t. Schema ll A III: 16.21 px. Refdrem rate for period Sept 1,1 WO lo Sept 28 . 1990 , 
Schraa W&V; 14.955 p.c. Local Authority and Finance Horan sreen days’ notice. Others seven 
toys' fl*e 8 Fleanw Homs Base Rate 15 from October 1 , 1990 : Bank Deposit Rate for urns at 
on toys notice 4 per con. Certificates of Tax Deposit (Series b); Deposit £ 100,000 and on 
held under one mootA lOiy per cent; one-three menus 12 per cem; Utree^lx months 12 per cent; 
six-nine manths 12 per can; nine-twelve months 12 per cane Under £ 100 , 000 11*2 percent from 
Qtt, 9 . 1989 , Deposits withdrawn for cash 5 pm sent. 


Call Dudlqr Edmunds, Trwflns Places International, 13 Craws Street, London WC25PB. 
Telephone: 073r839 5037. 


a 


LEGAL NOTICES 


NOTICE of ADUMSTRATION 
ORDER M THE HATTER OF THE 
MSOLVENCY ACT 1986 and 
ALPHABET products untied 


Anoletored No. 2184368, Gtrdln Furniture 
manu facturers, trade ClasaldeatlOfl 09. 
ww w haiway ptwan diet tufar an A an n 
•"■Owi Oder made on die 120i day of 
Ojjfatef 1898 E Ktemptei and U. J. Uoore at 
Cortt Gunjr, Albion Court 3 Albion Pfaee, 
|«fa LSI RH>, <*ae appobdnd Joint Admin- 
utra “™ «n »fa above company. 

E Mompka. kU.Wootw. 

Joint AdmMnraaira. 



Formar oompany nemo; OOVETAH. SECURI- 
TIES SAFE 6 LOCK COWAMT UNTIED 
Mature ot buelnwr LOGKSMTHS 6 SECU- 
RITY CONSULTANTS 
Trade cfasaMcaflonc 22 
Duo of appoi n tm e nt of adoilntatrutva 
raoateerte): to O cfa Oar t990 
Name of paraon aspoMng dm admlntea- 
Bve rtamhmrM: THE BANK OF SCOTLAND 
PLC 

AUSTIN SCOTT AUBVNE AMD IAN RICHARD 
BRADBERY 

Joint AdminteBdvw Raeatwra 

(anew hoWar noM 001247 and OQ282Z) ot 

116 Naw London Road, ChMmatatd, Essex. 

Cm 2 oar 


ACROSS 

1 Study Wagner’s operas in 
project needing heap of 
magical work (9,5) 

IS Student well versed in Rra- 
sen?<5) 

11 One may get different 
entrance fees (L5) 

12 God has prince as officer (7) 

IS Grass required for sea-port 
(7) 

14 Guess cf considerable girth 
(?) 

15 Mild monarch losing gold in 

gallery ©) 

19 Weapon outside dress 
causes profanity (9) 

20 More outride? (5) 

22 A bad school takes some fin. 
teg (7) 

25 Essential fuel - aid is pos- 
sible (3) 

27 Man on council put to death 
in place of soldiers (?) 

28 Come again about dog (5) 

29 Tottery devices used to 
make mystery (9^) 

DOWN 

2 Pirate piano or melody in 

right time (S) 

3 Prophecy of bad ha*? a> 

4 Aquatic heart without much 
logic turns up for opera <9) 

5 Ftotm of inert chemical (5) 

BTSctar reqmrJr^^ 
enemy, we hear (9) 

7 Top off meal between bull 

and magpla (*j) 


8 Ki ng tak ing short break in 
viewert turning space (7) 

9 Strike during sporting con- 
test? Don’t say a wort (4 J) 

IS Old medicine used by father 
in case of rick corgi <S) 

17 Motorway eating place for 
French sales girl (9) 

18 Crafty I am, craftier I may 
become (?) . 

19 Two points, to give away 
from land (7) 

21 Attraction oF. a pound when 
rale is broken (?) 

28 A rebellion with Bttte th"» 
to check (5) 

24 Gordon's foe turns up food 
fw princess © 

2ft Bird to apologise ftr lnring 
head (5) 

Srtntfea to Ptucde No.7^73 ' 
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FINANCIAL TIMES TUESDAY OCTOBER 23 1990 




CANADA 


Sahw Stock Mgfc Low ChMOns 

TORONTO 

Closing prices October 22 

OwWw m C*M» Uflbm martad S. 

lUOAUMPr t!3U 12U B%- V 

UMOAgncoE *5% 5% S%- % 

77535 AUm En Si;h 17% 17% 

SOU Attm N *12% TSb T2% + % 

TC57C3 Atom * 23% 22% 22%+ *1 

119700 A Borrtck SSI V 21% 2l£- % 

251331 BCE Inc *36% 36% 36% + % 

2WW 6CE 0 13 M tS+ 3 

25750 BCE Uofal *161, 15% Iblt 

732 BC sugar A *14% Mb U% + k 
am bgr a ssta s s 

2203 BP Canada *17% 17% 17% 

BIHeBkUong *27% 284 27% + % 

260311 Bk NSeat *11% 11% 11%+ % 

«BHni $8 8 6 

9W0 BUnonl 20 20 20- 6 

6800 BonfiMr A 914% 14% 14% 

71350 Bomb* B SO% 13% 48% + % 

3072 Boor Valy *19 14V 14% - % 

10100 BremaiM 18% S% 9% 

10307 Braaa» a *14% 14% m% 

291050 Brfcwor 90 85 08+ 8 

2170 BC Phono *17% 17% 17% 

115* Bruncar *19% 19% 15% - % 
85700 CAE 493 4S0 480- fl 

zrocaot *7% 7% 7% 

WMCFCF *a% 8% 0% + % 

11850 Cmnbior STO% 10% 10% - % 
WCWWfl) *21 SB% 21 + % 

102 Camp Hh 46 49 45 

2250 CamMau I 70 70 70- 1 

2983 C PfiEVra SS% 8% 84 - % 

362S73 C Expnw 1 21 18 20-% 

1400 CG Invest *39% 39% 35%- % 

174949 Cl Bh Com *22% 22% 22% 

1100 C Ocdontal *19% 19% 19% 

48 CP Foroat *29% 29% 28% 

20G622 CP LH *18% 18% 18% + % 

33CK«ny *7 7 7 

99315 CTIre At *80% 20% 20%+ % 

300 CIA) At 320 18% 20 + % 

mocuas *204 »>. 20%+% 


lOOCamoA I 


*204 20% 20%+ % 

ffl « 69+ 5 

280 280 290 


KO Cantor K2D% 20% 20%-% 

2 ESJ Cora *14 l*% M 

TGOOCaraAt *13% 13% 13%+ % 

2000 CMna *11% 11% 11% 

100 Can Capital *7% 7% 7% 

17837 CraCbp A 459 449 445- » 

ZBOO CemFd A *5% 9 9% 

1112 C Guar TK *7 7 7 - % 

1000 Cham 4 4 4 

nOOCtlMton *25 29 29 +1% 

10050 CHUM B I *17% 17% 17% 

8200 CtnaMaa 310 300 300- S 

200 Co Sinai I *15% 19% »%- % 


15800 TO 88* »% 0% 9b- % 

5 7*81 Cum men S3) 19% 20 + % 

6200 &H1 TV* 420 410 410 

ZOO Cnsum (ua *20% 20% 29% 

1000 Cmwm Pkg *g B a + % 

SSOConwst B *13% iS% 13% + % 

103 Coiby A K9 29 29 + % 

44880 Cotgna At H% 9% £%- % 

1100 Coscan 55% 5% 5% + % 

1000 Crown* *?% 7% 7% - % 

OK® CrewftH A I 380 256 380 

8400 DaMaon A 99 87 87- 3 

1084 Denbon B I 05 85 93 

4400 Dorian *8% 0% 6% + % 

aBODkfcma At 425 425 421 

Tim Cate® *17% 17% 17% 

0300 Dontfor 110% 18 10 - % 

200 Du Pont A KM% 24% 24%- % 
Torn D;-t9» A 210 210 210+ 3 

Mtt&Lftn OH S fl? 

2371B Eetuj Bay *13% o 13%. % 

5300 Eaico *6% Mi 5% 

50200 EMMA ( *9% 9% 9% - % 

7000 Eouttyeu A 87 81 B?+ 2 

15100 FPI LM »% 5% 9% - % 

TMFadhdA *8% s\ 8% 

TDOHrMflOl 510% »% m%+ % 

8280 ROM Hn 450 450 453- 23 

GOOD FMarathA ! M% 6% «%+ % 

BOO FcuiSaaan f 114 M 14 
18200 Franco a IH i+ *• - % 

1MGWUN *33 33 33-% 

81900 GalKBc 188 ITS 168. 

300 (tanrila A *18% >8% 19%+ % 

21300 OWa 273 270 270 - 8 

mSQOoUcnrp f 4B 4B 43 

<00 Qd Knight *W% 10% U% - % 

900 Qrangai 127 127. 127- S 

soooowutaca *ii% 11% 11% 

KKDGraylwd *28% 23 =9 

127E2 ChiV Raa 814% 14% M% 

200 Hawkar 331% 20% 20% 

10000 Kayaa O *1D% 10% t0% + % 

84250 HmsIMI *13% 13% U%+ % 

11000 Hank) 19% 0% f%- % 

UODHoUngr *ltf% 10% 10%+ % 
17600 Herman, » *7% 7% 7%- % 

3S2 H EMqiMn a 19% 6% 5%- % 

99? h Bay Co *»% 18% »%- % 

17740 Imaaco L *28% 39% 28%+ % 

31862 Imp OH A *83 83% 82%-% 

ItDTTOineo 129% 20% »% 

75 Innopac 330 330 SO 

500 hUrluma *48% 48% 48% 

2400 bw Cm *22% 2*b 22% - % 

207 Kaoo At *8% 8% 8% + % 

7700 Jannock 111% 11% 11-a* % 

188 KMT Add 115% 15% 15% 

48974 LAMB GO 13% W% 

32250 Lac Unis tt% 8% 9% 

1400 Lafargo p *13% 13% 13%+ % 
3*890 Lakflaw A SSl% 20% 21 + % 

656840 Lakflar B f 321% 20% 21 + % 


ns 38% v J 4 9% 

ip *13% 13% 13%+ % 

i A *51% 20% 21 + % 

Bf 321% 20% 21 ♦ % 


1700 LAP Bk *M% 14% 14% - % 

ICTBSi LmuM A * 8% 8% B%- % 

lsaLoeuwCo *17% 18% 10% 

1)0 MBS A 113 13 13 - % 

eaDMQSB *13 IS 13 - % 
11610 Kmc Ken** *6% 6% 6% 

64243 Uapmian *15% 16 19 

3SS0 Magna At 2» 775 138+ IS 
1269 Manama t *17% 17% 17%+ % 

371? M*ii |W% «% 10%-% 

157 Itomfltsc *7% 7% 7%- % 

7639 Uatfldl M 811% 11% 11%+ % 
iBJDUtnrcrra *10 15% 10 + % 

2SKH Men! Cotp 165 «a 185 

1D11D Motson A I *30 29% S%- % 

2*163 Ussra *27% 28% 27% + % 

KB U-jscoAo 9% B% Bb 

2424! Nat Bk Cm 37% 7% 7% 

6337 NsnTal CM *15% 15% 15>j 
OanMjrcaA 440 406 440+ » 

6463 Moranda F *7% 7% 7%- % 

1BCS3 Nmaoda *i*% ia%* % 

TC3C9 horoar. *26% 24% 24%-% 

»eSIAm At *S5% 11% Jib-1 
91073 Mar T4I *33% 20 28% + % 

TTCONanngai 336 333 333- U 

13C3B2 tton I SO 7% 7%- V 

10000 Nswscow 119b 13b 15b 

47EF30 Numac *8 9% 8 + % 

TT30 OcnlM B f S7% 7% 7% 

naOcwgaMyd 000 900 380 

£S3Cim T so 5% 0 

5B74S OMawa A I *28% 28% 28%-% 
J01CC PWA Cora a ? h 7% 7% 

5700 P*»m A I SS?» 6% si 

500 PtnCan P *28% 3% Mb- % 

4500 Pegasus 113% 12% C 7 i+ U 

200 PJnri a t *8% 8% 8b - % 

671 TSanear M 9 6 5 

157006 Pises' Dm S1T% 17 17% - % 

SX»PPCal>M M% >% 8% - % 

16443 PowCnrt >16% «% 14% - % 
lEKPowr Fin *17% 17% 17%- % 
28099 Pravtgo sa% 8 0% 

2IX (fat Tal *14% 14% 14% - % 

B42SQ Rangw Mb 8% 8b- % 

2300 no SUKta S 121 21 21 +t% 

37303 RamuKa 814% 14% 14% - % 

49QRapapl SSb 5% 5%- % 

564 Ho Aigrnn *17% 1?% t7>+ % 

83568 Room ft t *9% Sb 5% ♦ % 
500 Homan 200 200 ZSD- 28 

780 RoMnah 881% 81% 81%+ % 

BM3S Royal M Ct 20% 21 * % 

48715 RyTrco *9% 8 9%» % 

aoxsHLSra *s% a% 9% 

830 SHC A t *14 14 14 + % 

12133 8X Cam* t *12% 12% U% + % 
C2X Satnual MT *11% 11% 11% + % 
8»!T5aa*o4 *12% 12% 12%- % 

26500 ScapWB 386 389 306- 10 

430C SdmaKJar A 110% 1G% 14% 

800 Som Pa par SI8 U is 


Mm Stock Hgh Law CtOWCMt 

2203 Scoft* f 119% 12% R% 

BOOM Saaoranv *33 01 W^+1% 

82879 5«*ra Can *ii% 11% H%~ % 

Z090Sia«K3Bf (8% 8% Bb+ % 

WSOGhMI Cm *3* 34% 94% 

tBTsa J o u tta m - u 

21800 Snai Aare i 18% 8% »% 

00728 GmIm A *12% T2 1?% 

38400 Tatk Bf B1% ffl% ?l%+ % 

110307 ThomCor Wl I 4 , a 

73441 Tar Dm Bk *19% 15% 15% + % 
2400 Tor Sun *W% »% »b+ % 
300 Tmtar B I *E% EH 23%- % 
14 Total Pat GS% 2S% »,% 

3S410 TrnAIM U *l?% 12, , 

MSlM TfCan PL 111% 1*% «%♦ % 

2100 Tilton A *12% «% 13%" % 

m»nfn-c «% <4 *4 

7100 Trine At H0% WH «%* % 

300 IMP A SU% »% H% 

300 Un CartXd *19% 15% 18% 
ue (fit Com *39% 38% »%- % 

29830 Van* C 224 241 M+ 1 

IS530 Vlcaniy It *6% 485 9% +13% 

asoomcBt 912% 12% UV- % 
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7177 W00d»d A 133 tSI 131+ 1 

f > No voting Rpn or iwtncmd Kfflnj 
rigtns. 


MONTREAL 

Closing prices October 22 
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7C8U DefflUaD 
20NO Cambinr 
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ICnCVnOOua 
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113390 NsiBh C<sa 
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tM » 14% 14% - % 

314% 13% 14 + % 
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S' RR+ % 

*19% 14 a »% - % 
KW% 00 08%+ % 
*12% 1? 12% + b 
W% % »4 K>% + % 
in io to 
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2999 75 4122 
<1677/90* (2 piS3 


i ■ 


QI9/S9I £8/7/321 


AUSTRALIA 

fLIOr&unUil/gB 1364 6 13186 13S52 U41T 

til IfiiL-'j HfllSP 6<3 I 64J4 6423 6W? 

AUSTRIA 

Citbl Alum l33.12.'B4) 477 75 465 32 4«089 45224 


BELGIUM I 

Eicw, SE :Cash Mh) (Ul/80) 5157 65 512855 504856 5095 91 1 6599 43 imu 


47725 465 32 4o089 452 24 70329 IW.TI 


13214(1500) 
4236 115,10/ 


sj.l : i t W;i 3 »■ lialal ; 1 


314.76 312.48 305.74 296.76 368.95 


19710/897 0/10/74) 


NYSE Compraltt 

17152 

170.40 

167 JJ 

16359 

A*x* mt YitK 
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293.71 

29154 

289 JJ 

NASDAQ Coavorite 

34L12 

337 J6 

334.05 

326.78 



41DI8LWI 
14WJ9 QW 


Ban Snw Bmk 01/7/6® 301556 299195 295052 295854 1 35548903/71 2738240/3 


132461 129730 129287 1286.45 1 1893 U 02/1) I 120747(1/101 


hd 55269 1 76352 (14/6) I 55269(17/101 




!&iss™ 





vnttt 

WsngB 
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e 180a Mgh boar 
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s at i% i% 

W 8 4% 4% 

» 8 % 5 % 

- R-R - 

1? 8% 8% 
8 17% 17% 

10 IE 12 t? 

32 6% *% 

63 17 18% 

> 31 21% 21% 

- 8-8 - 

0 7 26 28 

4 K> B% B 
167 20 11% 11 
a 2 110% na% 
at i4% i4% 

22 K 5% 3% 

14 10 1% lla 

2 % % 
337 2 1% 

9 88 7% 8% 

378 7’16 dfr-18 
* 1% 1% 
» SO 13% 13% 
7 It U%d10% 
« 1W a% 29% 
it an 3 z% 

41 288 8% d 6% 
» 80 13% 13% 
M 2M 19%d»% 
*440 6% 0% 

- U-l) - 

8 % % 
. 10 % % 
a 7 i% i% 
a 8i i% i% 

fid m% «% 
IS 8% 8 

- V-W - 

12 1 1 

2288 3% 2% 
0*7 8% 6 
a to «% 18% 
Blfloa 8% o 

11 180 n% 13% 

7 a ii% 11% 

-x-y-z- 

218 18 M% 


28 

« - i 

ns% 

,4 *r " 

i%- % 

i%- % 
i + % 

% 

i% 

1 *%- h 
io% - % 

25%+ % 
2 %- % 
0 % 

18 % “ % 
»%- % 
8 % 
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FINANCIAL TIMES TUESDAY OCTOBER 23 V 


3pm prices October 22 


NEW YORK STOCK EXCHANGE COMPOSITE PRICES 
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•V 7% 
Ilf *% 
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n $ to 

to 

ato «$ 

Zto 5 
74$ 381, 
4j« 2 
raj, 381, 
8to 31*4 
i* u$ 

"4 a 

32% is? 
«>% mi, 
w$ io 

av u 

*% TOV 

4 & 

«ft A 

13 71, 

221, 11$ 
S’, to 
81 «? 
27 13$ 

»$ hv 

201, )5 lj 

w$ 9 
obi, n 
n 84 
m a% 
art i 
27% «$ 
221, 15>, 
37% 241, 
M 18$ 
37$ 27$ 
34 16$ 

38 22$ 

97 78$ 

34$ 19$ 

«$ a* 

20 9 

21 $ 11 $ 
18$ 12$ 
17$ 11$ 
17 8$ 

T2$ 7$ 

U$ M$ 
25 $ »$ 
11$ 3$ 

37$ 29$ 
10$ 9$ 

10$ 9$ 

10 9$ 

11$ 9$ 
10 $ 8 $ 
10$ 7$ 

9$ 7, 

«$ 24$ 
77$ 91$ 
20 $ 12 $ 
29$ 17$ 

45 34 

a .a 

7$ $ 

3-i 

a A 

■ 73$ 81$ 
38 $ 30 $ 
30$ 28$ 

41$ 25$ 
23$ 18$ 
20$ 15$ 
22$ 15$ 
8$ 9$ 

12 8$ 
81$ 42 
33$ 28 
58 17$ 

21$ 12$ 
50$ 23$ 
<$ 8$ 
10 8$ 

25 4S 

24$ Ito 
55$ 43 
68$ 92$ 
89$ 57 
10 $ 8 $ 
31$ 12$ 
U 8$ 
8$ 2$ 
13$ 1 

a s 

71$ 42$ 
<7 29$ 

5$ 9$ 

?! 
52$ 36$ 
17$ 11-19 1 
14$ 9$ 

56$ 37? 
14$ 9 

8$ 3$ 

IS l" 

4 a 

45$ 34 

si si 
£i Si 

“i 

44$ 31$ 
»$ 5$ 

23$ 18 
27$ 18$ 
51 39$ 

«$ 4$ 

23$ 17 
48 31$ 

a r* 

18 13$ 

46$ 38$ 
34$ 22$ 
27$ 13$ 
40$ 28$ 

a$ 8$ 
10 $ 6 $ 
28$ H$ 
8$ 2$ 

17 9$ 

*$ 26$ 
39$ 31$ 
142$ 97$ 
17J, 0$ 
18$ 15$ 
«$ 2$ 
W$ 8$ 

24$ 8$ 

60$ 44$ 
0$ 4$ 

30$ 20$ 
33$ 15$ 
33$ 21$ 
38$ 22$ 
29$ 3$ 
18$ 10$ 

40 30$ 

18$ 13$ 
27$ 18$ 
11$ 9 

35$ 29$ 
29$ 21$ 
13$ 4$ 

3,1 

34$ 19 
34$ 20 
21$ 15$ 
34$ » 
20$ 2$ 
ISb 9$ 
34$ 24$ 
33$ 20$ 
11$ 3$ 

98$ 24$ 
25$ 18$ 
SB 34 
7-15 $ 

81 86 
29 5$ 

35$ 23$ 
34$ n$ 

Si 4 i* 

s a 

3»$ 17$ 

37 31$ 

86$ 98 


'2. 49 8$ 8 8$+ $ 

u 484 a$ 9$ 9? 

W. 398 7$ 7$ 7$ + $ 

H 11111$ 11$ 11$ 

«. 089 9$ o$ 9$ 

12 90S 8$ 7$ 8$ + $ 

J 10 940 M$ 17$ 16$ + $ 

644 1$ t 1 

157 9 0 4$ 4$ - $ 

8405 49$ 47$ 48$+ $ 
1 78 Z$ 2$ 2$ 

827 41$ 41$ 41 $- h 
7230 44$ 43 44$ + 1$ 

19 11$ 11$ <1$- $ 

1 3 « 8 $ 5 $ 9 $- $ 

n 6 $ 9 $ s$- $ 

387 27$ 29$ Z7$+ $ 

135 13$ 16$ 16$+ $ 

81 11 10$ 11 + $ 

68 18$ 018$ 18$ - $ 
3 20 20 20 

2044 4 3$ 4 

7 17$ 17$ 17$ - $ 

n 2$ 2$ 2$- $ 

>3724 32$ 31$ 32$ + $ 
021 7$ 0 7$ 7$- $ 
3780 13$ 11$ 12$+ $ 
' 13 3$ 3$ 3$ + $ 

1I0S 47$ 48$ 47$-$ 
1780 18 15$ 17$ +1$ 

138 11$ 11$ 11$ — $ 
71 10$ 18% 15$ — $ 
70 9$ 9$ to- $ 

>40 83 85 88 - $ 

rtW « 85$ 85$ - $ 

838 17$ 17$ 17$ — $ 

158 8$ 0 9$ 

2SI 25$ 29$ 29$ + 1$ 

80 18$ 17$ 18$ +1 
1855 31$ 31$ 31$+ $ 
1978 19$ 19$ 19%+ % 

165 31$ 30$ 31$ — $ 
129 18$ 18$ 18$ 

24 22$ 22$ 2$ 

5 77$ 79$ 77$ + 1$ 

81 19$ 19$ 19$ + $ 

W7 39$ 38$ 38%+ $ 
712 11$ 10 «$+ $ 

90 16 19 10 +1$ 

631 14$ 13$ 14$+ $ 


71 13$ O W$ + $ 
179 18% 10$ 10$ - $ 

1153 9$ 9$ 9$+ $ 

•31 11$ 11$ 11$ 

164 10$ 1fl$ ta$ 

210 3$ d 3$ to ~ $ 

7141 20$ <05 25$+ $ 

S» 9$ 8$ 9$ - $ 

301 8$ 9$ 8$ — $ 

219 8$ 0$ 8$ 

88 10 8$ n + $ 

149 9$ I 9$ 

147 9$ 9$ 8$ 

356 3$ 5$ ■$- $ 

402 29$ 29$ 29$+ $ 
1983 65$ 54 84$+ $ 

188 12$ 12$ 12$ 

1138 29$ 20$ 20$+ $ 

1 35$ 35$ 35$+ $ 
871 $ $ $-1-18 

42 8$ 8$ •$- $ 

121 5-T6 9-32 9-32-1-32 

$ $ $-vw 
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M$ fl$ 
17 $ 4 $ 

30 $ 20 $ 
26 $ 21 
25 $ 20 $ 
25 $ 21 
22 $ 12 $ 

a M$ 

S M$ 

19 8 $ 

73 82 $ 

si si 

91 $ 82 $ 
22 % 18 
M$ 8 
90 13 $ 

1M. 1$ 

19 $ 11 $ 

74 SB 

34 $ 21 $ 
37 $ 39 $ 
W$ 13 $ 
89 $ 49 
39 $ 29 $ 
37 $ 27 
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27 

to 


.... BolH 11485*6 

23 $ 13 BwttcnJO 15 27 771 

19 12 $ BeryP 00 a 3 J 25 89 

tt$ 3 Basffiy « 530 

71 $ W$Boraa .40 15 81982 

50 $ 40 BMtpf S 12 14 

28 $ 19 $ B 94 p «250 12 40 

7 $ 3 $ Bevrly 41 7409 

23 $ 10 $ Wort - 10 a JB N 

29 $ 11 $ BfrSB 00 4.1 9 201 

21 $ 8 EtaddJ A0 18 18 2078 


29 $ 11 %Hr 3 tf 00 4.1 9 2 BI 

21 $ 8 Etac *0 <40 18 18 2078 

29 % 29 %B 8 MCp M 4 84 10 100 
10 $ 9 $ BUM) 198 10 224 

9 $ 7 $ OW 145 H 734 

11 9 BScatT 49 98 1408 

43 $ 30 BkkHI 148 40 17 1838 

28 13 $ etookg 27 (060 

7 $ 5 $ WeaCta Jh 8 189 

01 % 35 $ Booing a 1 2.1 18 10001 

46 $ 19 $ BflfaeC 142 19 71165 

8 $ 3 % BMB er 08 10 88 


6300 +200 
14 $+ $ 
M% 14 % 

5 $ fib- $ 
11$ 11$ - $ 
40$ 40$ 

M$ 20 $+ S 
7 $ 7 $+$ 

no$ io$ - $ 
12 12 $ - $ 
10$ 10$ 

1 $ 9 %+ $ 

si at it 
a ar-\ 
*ft v t 

4 $ 4 $ . 


8$ 3% B<WBer 08 10 88 4% 4$ +$- $ 

11 4$ Bond * 4$ 4$ 4$ 

14$ 7% BardC pr10Se 18. 10 380 9 8$ 9 ■+ $ 

14 7$ BordCtl I.TBe 21. 9 33 8$ 8$ ■$+ $ 

37% 29$ Bonlwi el 08 10 3199 34 33$ 33$ 

19$ M$8Cotts 20Oe 15.12 23 15 14% 16 + $ 

22$ 16$ BoetEd 102 11 320 10% 18$ 18$-$ 

93 99 BeeE pM0B 90 zlOO 99$ 89$ 83$ - $ 

18% 14$Bas£prlA8 XL 3 14$ 14$ 14$ - $ 

39$ 18$ Bank 100 80 7 STB 17$ T7$ 17$ 

14 $ 7 $ Brazil 119 e «. 201 7 $ 7 $ 7 $-$ 

34 20 $ BrtgSr 100 7.1 8 388 23 22 $ 22 $ + $ 

83 % 50 $ BrMyGq 2.12 14 34 12589 83 $ 81 $ 57 $+$ 

39 $ 28 BrtlAIr 209 a 70 81072 29 23 $ 28 %+$ 

49 $ 29 % BrMGns 20 Se 1210 10241 % 41 41 -I 

99 $ 94 $BrNROte 14 15 523 78 $ 77 % 7~%-1 

14 $ 5 $ SrOP wl 215 10 9 $ 9 $-$ 

25 % 19 $ BrMSB 109 e 10 81183 23 $ 23 $ 23 $- $ 

67 $ XVBrtffgl Z 89 e 1412 858 61 $ 51 $ 81 $+ $ 
12 $ 8 $ Braadta 00 50 44172 3 % 3 $ 3 $ 

37$ 28$ BMP 10, 3012 78 31% 31$ 31$-$ 

12$ 0$9rorte 08 4010 218 12 11$ 11$+ $ 

32$ 23 BUyUe t M 80 If 150 28% 28$ 20$ 

'■ - - - — --,i a 11% 11$ 11$ 


lOVBumSh 07 27 


32 $ 21 %Bn*nGp 100 7011 227 22 $ 21 $ 21 %- $ 

49 $ 28 $ Htwt+V 04 11 18 2812 30 $ 29 30 $ + % 

18 $ 8 $ Brink M 50 MS 7 $ 7 $ 7 $ 

28 $ 13 BntlWI .72 1020 80 14 $ 14 $ 14 $+ $ 

28 $ 22 % OmJai y u 200 II. 8 139 24 23 $ 23 %- $ 


28$ 22%n»iHi,u 200 II. 9 

17% 12 Sudan 104 12. 

15 10$ SKtar L72a 11 10 

10$ 9$ BvtCti 8 


8 139 24 23$ 23V- $ 

19 t3$ 13$ 13$ + $ 
O 44 11$ 11$ 11$+ $ 
B 64 10$ 10$ 10$+ $ 


39 $ 24 $ BtnMh 100 40 728 G 2 25 $ 24 % 25 - $ 

50 $ 38 $ Brtlac 00 1.7 28 1321 4 Z% 42 42 $-$ 

20 $ 11 $ BomPP 108 1129 161 12 $ 11 $ 11 $~ $ 

11 % 1 $ BurtUd 327 2 1 % to 

- C-C-C - 

32 % 14 % C &8 Sovr 10 B 14 72240 18 18 $ 18 $ + $ 

44 $ 27 $ CM la 00 1019 868 33 $ 32 % 22 $ 

206 V U 1 $ CBS 140 20 13 492 101 156 $ 160 $ + 1 $ 

3 $ 16-18 CCX 20 1 $ 1 $ l$+ $ 

11 $ 10 CCXp 


11 $ 10 OCX pf 105 11 . ZI 00 11 $ 11 $ 11 $ 

16 5 $ CM 6 22 B S$ 5 $ 5 $ 

7 $ 1 $ CF tnco T 41 982 2 $ 2 $ 2 $+ $ 

88 $ »$OQ»(A 104 70 81226 38 $ 37 $ 38 $+ $ 

to 4 $ CJGH 1.08 2 & zSOO 6 $ 5 6 - $ 

34 $ 1 S$CIPSCO 104 14 11 213 21 % 21 $ 21 % 

22 $ 12 % CML 8 47 13 $ 13 $ 13 $ 

30 $ 38 $ CMS EK 0 . 4 O 10 7 418 26 % 28 $ 26 $ 

12 $ 2 $ CMS Enb 27 12 3 $ 3 $ 3 $ + $ 

188 $ 62 $ CNA Fn 6 180 58 % 50 % 68 $ + $ 

12 $ 8 $ CNM 1.18 H 20 8 $ 8 $ B%- $ 

84 $ 82 CPC 2 20172325 76 $ 75 $ 76 $ + 2 $ 

34 $ 23 $ CPI M 10 13 881 25 $ 25 $ 25 $+ $ 

to a$ cm Ml 08 1 & 192 7 $ 7 7 - $ 

12 $ 10 $ CHI Uq& 48 a 21 . 64 11 % 11 $ 11 $ 

21 $ 10 CR 88 .12 10 9 290 12 $ 11 $ 12 $+ $ 

38 $ 28 CSX 1.40 40 7 849 29 % 28 $ 29 $+ $ 

24 $ W$ CTS 06 U 1 29 18 $ 18 $ 16 $' $ 

22 % 11 $ CUC M 36 243 W$ 17 $ 16 $+ $ 
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34$ 23$ CPI M 10 13 881 25$ 25$ 25$+ $ 
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38% 24$ Cetael 04a 2011 194 24% 824% 24V- $ 

1$ 6-MCaBoa 104 % 11-82 % 

1% $ CnpRg 178 1582 % 1532 
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08$ 38$CMurp 190 20142202 42$ 41$ 42%+ % 
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41$ 22V Gantt ■ 95 0269 SI1 Z7 2B$ 28% + $ 
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Weekend budget worries 
lead to morning decline 


Wall Street 

THE INABILITY of budget 
negotiators to reach an agree- 
ment over the weekend helped 
push e quities broadly lower 
yesterday nmmfng in spite of a 
sharp drop in oil prices, writes 
Karen Zagor in New York. 

In mo rning trading, the Dow 
Jones Industrial Average 
plunged more than 32 points 
before recovering somewhat at 
mid-session. At 1.30 pm, the 
Dow was 6.43 lower at 281486 
on volume of 97.65m shares. On 
Friday, the Dow was 68.07 

higher at 2820.T9. 

In spite of the sharp drop in 
the Dow, the overall tone of 
the market was mixed- On the 
big board, advancing issues led 
those declining by a ratio of 
four to three. The American 
Exchange composite was L20 
lower at 29281 at 1pm. but the 
Standard & Poor’s 500 
improved 0.28 to 312.76. 

Oil prices plunged on uncon- 
firmed reports that Iraqi troops 
had withdrawn from parts of 
Kuwait. At mid-session, 
November crude oil dropped 


EUROPE 


$489 a barrel to $29.50, exacer- 
bated by the expiration of the 
November contract. 

Federal Home Loan Mort- 
gage (Freddie Mac) added $1% 
to $33% after losing $8% late 
last week after the company 
said it would take third quar- 
ter charge-offs of $124m against 
reserves on its multi-family 
and single-family mortgage 
portfolios. 

General Electric dropped 
$1% to $54%. Other financial- 
service stocks have been hit by 
the bearish market environ- 
ment and there are fears that 
General Electric would not 
escape a similar Cate. However, 
General Electric said it should 
post double-digit earnings per 
share growth in 1990. 

Great Lakes Chemical 
dropped $2% to $53%. The 
company attributed the sell-off 
to profit- taking in the absence 
of any major news. 

Among equities to post the 
sharpest gains in morning 
trading, Gitano Group jumped 
$1% to $13%. The company 
said it knew of no reason for 
the movement. 

In the secondary market, the 


Continent anticipates 
sombre New York start 


LOWER oil prices did not 
sustain their appeal yesterday, 
as the more sombre Monday.' 
morning mood in New York 
was anticipated on the Conti- 
nent, writes Ou r Markets Staff. 

FRANKFORT started well in 
the pre-bourse, but it weak- 
ened thereafter, the DAX index 
closing 7.58 lower at 1.474J51 
after the FAZ eased 0.30 to 
634.85 at midsession. 

Volume fell from DM48bn to 
DM4.5bn. Among the bearish 
news which dampened interest 
in the market was the Joint 
economists’ report which pre- 
dicted only 18 per cent growth 
for the unified Germany in 
1991, and inflation of up to 4.0 
per cent that year in the 11 
states which previously com- 
prised West Germany. 

Mr Jens Wlecking, at Merck 
Finck in Dusseldoif, said last 
night that the economists had 
underestimated the power of 
the West German economy in 
the past, hut that he was 
Inclined to agree with them 
. about 199L 

There was technical pressure 
yesterday, he added, from the 
market’s recent habit of rising 
on a Monday. Last Friday, job- 
bers tried to anticipate this fea- 
ture by buying in advance, hut 
the increase was not sustained 
yesterday. 

Chemicals were depressed by 
a forecast from Bank Julius 
Baer (Deutschland) that the 
big three chemical companies 
will cut their dividends from 
DM13 to DM12 a share. Bayer, 
said Mr Graham Moynes of 
Williams de Broe, was hit 
worse than most because of 
scare stories about its third 
quarter earnings; he said that 
the company was standing by 
its 1990 forecast of earnings In 
Line with those of 1988, and 
that it would not have to 
decide on its 1990 dividend 
until April, 1991. 

Carmakers were also lower, 
taking in a fall of DM9J0 to 
DM398 in Volkswagen, again 
on earnings worries. Construc- 
tions and consumer stocks 
were better and. in engineer- 
ings, MAN rose DM10 to DM366 
on a rise in dividend from DM8 
to DMll a share. Continental 
managed a DMl rise to DM252 
before Sopaf, an Italian finan- 
cial holding company, declared 


a 5 per cent holding in Conti- 
nental which, it Bald, it had 
accumulated In October. 

MILAN rose on short-cover- 
{ tag but volume remained mod- 
est at around Friday's L130hn. 
Trading was hemming increas- 
ingly technical and short-term 
oriented, dealers said, with 
professionals taking their prof- 
its as soon as share prices 
made an advance. The Comit 
index rose 884 to 571.18. 

Tim Ferruzzi group was in 
the limelight, following a week- 
end announcement that the 
State Industry Minister had 
approved terms under which 
Frtfmn nt could be offered to its 
private partner, Montedison. 
However, the future of the 
ffhcmiral venture was still in 
limbo; it is still not known 
what price the state will ask 
for its 40 per cent stake in Eni- 
mont, or whether Montedison 
will accept the offer. Enimont 
rose L59 to Ll.2 49 and Montedi- 
son added L66 to LL330. 

flat rose L135 to L6,544. Mr 
fifanni Agnelli, the chairman, 
said at the weekend that a 
commercial and Industrial 
accord with with the OS Chrys- 
ler Corp was close. His 
remarks were also interpreted 
as meaning that the accord 
would not involve a share 
swap. Olivetti rose L103 to 
L4.250 on rumours that it 
would soon announce an agree- 
ment with AT&T of the US on 
mobile phones. 

AMSTERDAM started off 
firmer, but prices soon came 
back as turnover remained 
low. The CBS Tendency index 
eased 0.6 to 968. 

Fokker, which rose strongly 
last week on reports of a large 
buyer in the market, came 
back 40 cents to FI 39.90 on 
profit-taking. Options on the 
stock start trading today. 

PARIS drifted lower in tech- 
nical trading before the end erf 
the monthly trading account 
today. One dealer was sur- 
prised that there was not more 
profit-taking considering that 
this account had shown a bet- 
ter performance compared 
with prior months. The CAC 40 
Index eased 4.75 to 1,639.95 in 
turnover estimated at a light 
FFrl8bn. 

Michelin was again the most 
traded stock, with 296,900 


shares changing hands. The 
price steadied after last week's 
plunge following the company 
warning that it would make a 
big loss this year, closing 90 
runtimes better at FFr60.10. 

Oil stocks fell on the softer 
crude prices, with Total losing 
FFr5 to FFr665 and BP France 
easing FFr5 13 to FFrR10380. 

STOCKHOLM recovered par- 
tially from its heavy losses last 
week, on lower oil prices and 
on the government’s austerity 
package, due later this week. 

The Affarsvarlden index, 
which shed 48 per cent last 
week, jumped 2 8 per cent, or 
268 to 9419. An SKrll gain in 
Ericsson B free shares to 
SKr222 boosted the index, fol- 
lowing news that its subsidiary 
had won a share in an order 
for digital equipment from the 
German BundesposL 

OSLO came off the day’s 
highs, triggered by enthusiasm 
about Norway's decision to peg 
the crown to the European 
Currency Unit. The all-share 
index closed 8.22 higher at 
52388 in moderate volume of 
NKr257m, after touching a 
high of 52580. 

BRUSSELS was led higher 
by chemicals which rebounded 
on lower oil prices. The cash 
market index gained 29.1 to 
5,157.65. 

On the forward market, Sol- 
vay rose BFr90 to BFr9,750 and 
Petrofina, the oil company, 
was steady at BFrlO.325. Petro- 
fina will make its first presen- 
tation to investors and ana- 
ly sts i n New York on Friday. 

ZURICH ended off its lows in 
thin volume, the Credit Suisse 
index easing 2.6 to 5028. Union 
Bank of Switzerland, the coun- 
try’s largest commercial bank, 
talked of “disappointing" third 
quarter profits, but analysts 
said this was in line with SBC 
and Credit Suisse. UBS bearers 
rose SFrlO to SFr2880. 

SOUTH AFRICA 

JOHANNESBURG laded dear 
direction. Gold shares dipped 
in line with bullion prices, but 
the rest of the market was sup- 
ported by a softer financial 
rand. The JSE all-gold index 
fell 15 to 1*343 and the all- 
share Index rose 4 to 2886. 


Lower crude prices spark rebound in Japan 


By Antonia Sharpe 


NASDAQ composite rose 2.48 
to 33984 at mid-session, with 
trading led by technology 
issues. Conner Peripherals led 
the most active list, climbing 
81% to $21%. MCI Communica- 
tions improve] $L% to $29% 
while Apple Computer slid $% 
to $31. 

Canada 

TORONTO stocks remained 
unchanged in light trading at 
midday. The composite index 
rose 1.4 to 3,08880 on volume 
of 7.68m shares. Declines led 
advances by 205 to 166. 

Natural resource stocks fol- 
lowed oil prices lower, and 
gold shares were hit by 
rumours of bullion sales from 
the Middle East and Soviet 
Union. American Barrlck shed 
C$% to C$2l% and Placer 
Dome shed C$% to C$17%. 

In industrials, Laidlaw rose 
C$% to C$20%. Canadian 
Pacific C$% to C$19 and Thom- 
son Corp C$% to C$14%. 

In banks. Bank of Nova Sco- 
tia was flat at C$11 % and 
Canadian Imperial shed C$% 
to C$22 Vi. 


S SHARP downward cor- 
rection in the crude oil 
price and relative sta- 
bility In the Gulf lifted most 
stock markets last week. Japan 
staged the largest advance, of 
10 per cent in local currency 
terms. Excluding Japan, the 
FT- Actuaries World Index rose 
2.8 per cent; its inclusion 
pushed it up 5.1 per cent 
Mr Casper Luard, senior 
manager at Nomura Interna- 
tional, said the combination of 
the lower all price, a strong 
yen and the prospect of 
reduced interest rates, 
reflected in the strong bond 
market, recalled the years from 
1985 and 1988 when the Japa- 
nese equity market boasted a 
“triple merit market” rating. 

“Given the persistence of 
these three factors, we can 
expect the market to mak e 
progress," says Mr Luard. An 
improvement in market vol- 
umes, thanks to increased par- 
ticipation from domestic insti- 
tutions and a renewed interest 
from foreigners, reflected a 
growing confidence in the mar- 
ket In the first week of Octo- 

ASIA PACIFIC 


her, the most up-to-date figures 
available, foreigners made 
their first net purchases of Jap- 
anese equities for eight weeks. 

In the short term the Nikkei 
could breach the psychologi- 
cally important 26,000 level, 
says Mr Luard, which would 
represent a recovery of about 
one-third of its recent drop. 

In Europe the leading pep. 
former was Spain, which rose 
7.4 per cent in local currency 
terms. Ms Amanda Sisson, 
Spanish analyst at Barclays de 
Zoete Wedd, says that while 
the big drop in erode oil prices 

helped, heavy buying of bank 
shares in anticipation of good 
third-quarter results led the 
market higher. Banco Popular, 
which has not followed the 
other major banks’ lead in 
offering high-yielding current 
accounts, was particularly 
sought, rising 14.6 per cent on 
the week. 

While interest rates are not 
expected to fell before the sec- 
ond quarter of 1991, investors 
were encouraged by state- 
ments from the Bank of Spain 
that credit controls would be 
lifted by the end of the year. 
Currently banks have a 10 per 
cent ceiling on loan growth. 


Short term, the Spanish 
equity market could suffer 
some profit-taking, says MS 
Sisson, but improved volumes 
are a sign of renewed confi- 
dence. Daily turnover last 
week averaged about PtaSbn, 
up from PtaSbn to Ptagtm in 
prior weeks. 

Sweden, on the other hand, 
continued to fall on growing 
concern about the deteriorat- 
ing economy. In local currency 
terms the market slipped 48 
per cent last week. An increase 
in interest rates from 14 per 
cent to 17 per cent in an 
attempt to prevent a run on 
the currency fuelled fears of a 
devaluation of the Swedish 
krone. Swiss Bank Corporation 
points out that even the out. 
look for export-oriented stocks 
is dan ding over. Rnthnsiamn 
for Astra, the pharmaceutical 
company which has been pur- 
sued on expectations that its 
anti-ulcer drug Losec will be a 
money-spinner, appears to be 
cooling off, the broker says. 

In the Pacific, New Zealand 
gained 7.1 per cent as the 
weakening domestic dollar 
prompted some overseas buy- 
ing. Malaysia rose 18 per cent 
before the general election. 
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Nikkei rises above 25,000 but volume slips 


Tokyo 

EQUITIES registered their 
sixth straight rise yesterday, 
responding to lower erode 
prices and Friday’s gains in 
New York, writes Martina Gan- 
non m Tokyo. 

The Nikkei Average closed 
above 25.000 for the first time 
since September 13, in its lon- 
gest-sustained rise this year. 

Index-linked buying by 
investment trusts dominated 
early trading; later there was 
support from small-lot purchas- 
ing across the board. Institu- 
tional investors, who re-en- 
tered the market on Friday 
after keeping to the sidelines 
for some time, were strong 
buyers, although dealers con- 
tinued to dominate trading. 

The Nikkei, which rose to a 
high of 25,232.38 at one stage, 
closed at 25,07086, up 58987. 
The day's low was 24,48981. 
Volume fell from Friday’s 
record high of Llbn shares to a 
moderate 600m. 

The Topix index of all listed 
stocks added 42.01 at 185880. 
The second section also rose, 
but in London the ISE/Nikkei 
50 index lost 6.77 to 1,42389. 

In the afternoon NTT 
advanced by its daily limit of 
Y100.000 to Y930800 and trad- 
ing in the issue was temporar- 
ily suspended. Last Friday, the 
company unveiled a package of 
measures which, it expected, 
would support its sagging 
share price. 

Morning risers included 
steels, shipbuilders and con- 
structions. Sato Kogyo, a com- 
pany expected to benefit from 
the government’s increased 
public works spending as 
nearly 40 per cent of its sales is 
generated in the civil engineer- 
ing sector, rose Y30 to Yl.750. 

High-tech, export-oriented 
issues, weak features last week 
on the yen’s strengthening 
against the dollar, rallied 
briskly as the currency’s rise 
abated. Pioneer Electronic 
forged ahead Y140 to Y4,430 
and Sony Y100 to Y6.600. 

Railways, heavy electricals 
and brokerage houses were in 
good form. Nomura Securities 
advanced Y120 to Y1810 and 
Sumitomo Bank Y130 to Y1880. 

Among the day’s few declin- 
ing issues were some food and 
drug shares. Daiichi Pharma- 
ceutical dipped Y10 to Y2.420 
and Sankyo fell Y20 to Y2880. 
Elsewhere, Mitsubishi Estate 
shed Y 10 to Yl.290. 

Mr Christopher Leighton of 
Schroder Securities said: “We 


believe that [now that the aver- 
age has passed the 24,000 level] 
it has gathered momentum and 
will continue rising to go over 
26,000 within the next week 

and a half. 

“Whether it will advance 
past that remains to be semi, 
as there has been a bit of tech- 
nical resistance,” he added. 

High-tech issues, boosted by 
the advance on Wall Street last 
week, performed well in Osaka. 
Among others making good 
headway were chemical, 
machinery, construction and 
transport issues. Foods and 
shipbuildings lost ground. 

The OSE average climbed 
378.43 to 2886083 on reduced 
volume of 478m shares, about 
half of Friday’s 968m. 

Roundup 

GAINS on Wall Street on Fri- 
day and Tokyo’s good start to 
the week boosted most Pacific 
Rim markets. New Zealand 
was closed for Labou r Day. 

KUALA LUMPUR wmtto Its 
largest sing le daily g«ta since 
August 27 following the land- 


slide victory of the rohng coali- 
tion government 

The composite irWtax jumped 
1886, or 38 per cent to 495.75 
and turnover nearly doubled to 
nftim shares from ws-ftm- 

JAKARTA’S local index rose 
10.88 to 407.86 but as strict 
new settlement rules came into 
play, there was some question 
about the quality of the 
improvement. 

By last Friday Indonesian 
shares were down 86 per cent 
since August L The new settle- 
ment rules Involve heavy pen- 
alties for anyone who fails to 
settle within five days, and one 
foreign broker raid y aatorday 
that- thin had kept many deal- 
ers off the market floor, believ- 
ing that their foreign clients 
would need at least eight days, 
rather than five, for the settle- 
ment process. 

SINGAPORE rallied in brisk 
trading, boosted by general 
relief over the outcome of Mal- 
aysia’s general election. Malay- 
sian shares listed in Singapore 
benefited the most. The Straits 
Times Industrial index moved 
ahead 3388 to 147883. 


MANILA ignored the threat 
of a strike on Wednesday to 
end higher, tViawtot to a firm oil 
sector on hopes of an oil strike 
in the southern Philippines. 
Drilling is expected to begin 

later this month with the 
arrival of the drill rig James 
Cunningham from Singapore 
on October 25. The composite 
index gained 78 to 54785. 

HONG KONG closed at its 
highest level since September 
17, though profit-taking nearly 
halved the sharp early gains 
inspired by a local prime rate 
cut The Hang Seng index put 
on 23.61 to 8,015.56, easily 
recapturing the crucial 3,000 
leveL Turnover dipped to 
Hicjsata from HK$L03bn. 

AUSTRALIA retreated on 
profit-taking after a brief early 
rise. A futures-related arbi- 
trage selling programme also 
put pressure on juices. Turn- 
over fell to A$l39m from 
A$185m. The All-Ordinaries 
index ended 4A off at 1864.6. 

Mr Rupert Murdoch’s News 
Corp recovered 8 cents to 
A$S86 ahead of today’s annual 
meeting, when shareholders 


will be asked to agree to a 
three-tier share structure. 

BOMBAY fell on heavy sell- 
ing, triggered by political 
uncertainty as a row over a 
disputed religious site threat- 
ened to bring down Prime Min- 
ister VP Singh's minority gov- 
ernment. 

The government depends for 
survival on the Hindu revival- 
ist Bharatiya Janata Party, 
which is spearheading a cam- 
paign on the issue. The BSE 
index dropped 56.78 to 1.22&40. 

TAIWAN reversed early 
losses to end higher, boasted 
by demand for financials- Vol- 
ume came to T$428bn. against 
T$828bn in S atu rday’s half -day 
session. The weighted index 
rose 131.17 to 3816.19. 

SEOUL also saw demand for 
financials- Volume expanded to 
Wimafld-ihn from Won254.6bn. 
The composite Index improved 
2283 to 73387. 

BANGKOK strengthened on 
lower oil prices. The SET index 
advanced 31.17 to 683.33 in 
heavy turnover of 3bn baht 
The market is closed today for 
a holiday. 
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T his important 3-day workshop will 
benefit all those responsible for 
managing capital market activities or 
providing the vital support services. 

A structured programme of intensive, 
practical training will build a thorough 
understanding of today’s volatile markets, 
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■ Canada’s economy: there is 
widespread agreement that 1991 will 
be a tough year, see page 3. 

SECTION IV 

Signs of intolerance 
and unrest reflect a 
profound identity and 
adjustment crisis in 

Canada. The 

prospects of the country that has 

iong-prided itself on unrivalied 

stability have now become 
disturbingly uncertain, as 
Bernard Simon reports he re. 

An identity 
crisis unfolds 


PICK A. word - that best 
describes Canada. Tour 
will probably include one of 
the following: dnU, tranquil, 
boring, contented, tolerant, ■ 
and of course. cold. 

The only one of those words 
that aptly describes the world’s 
second-biggest country and 
seventh biggest economy in 
the a utum n of 1990 is rnm 

Far fr om, being content ed. . 
Canadians are in a soar, cHs- ' 
gnmGed mood. Their normally 
tranquil political scene has 
became unusually volatile. 

Most unsettling, the pros- 
pects of a country that 1ms 
long prided toelf cm unrivalled . 

stability, hove become disturb- 
ingly uncertain. 

Canadians themselves have 
rubbed thafr eyes in disbelief 
at some of the images «»n*wg 
out of their country lately. 
Could it be in peaceful, 
law-abiding Canada, hun- 
dreds of soldiers and armoured 
vehicles would for more than 
two month* face masked, 
heavfly-anned Mohawk Indians 
across barbed wire and barri- 
cades? 

Tim image of Canadians as a 
polite, even-tempered people 
hardly ™td»» the sight of 
elderly •wwotiIwh of fta Senate 

in Ottawa trying to stop an 
unpopular far measure by 
blowing whistles, banging 


desk-tops and inviting TV 
cameramen onto the floor of 
the upper chamber of pacha- 


A distinctly un-Canadian 
intolerance abounded in 
the past year, whether in the 
form of Anglophone city conn- 
cfls around Ontario refusing to 
provide municipal services in 
French, or Quebeckers protest- 
ing against growin g numbers 
of non-French speaking immi- 


Unhappfly for Canada, these 
are not isolated incidents. 
Rather, they are the symptoms 
of a profound identity and 
adjustment crisis in which 
fjwwadfanK axe having to wwfa> 
some tough decisions about 
their own fixture and their rela- 
tions with toe outside world. 

The issues, both political and 
economic, could hardly be 
more fWwSnTw«nfa»T to the 
totme of tbo countzy* 

As a Bailor cabinet minister In 
O tta w a puts it, 'Canadians need 
to raiutne “whether we want 
a country in the first place, 
and whether than are values 
that we share." 

The Economic Council of 
a government-funded 
think-tank, said in its latest 
aimimi report published last 
month, that “we must in effect 
manage two complex transi- 
tions at the oama thne. Inter - 
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nally, we must re think our eco- 
nomic prtartttofl swd our insti- 
tutions; externally, we must 

continue to adapt to toe new 
global realities." 

The political landscape has 
g ained a roug her edge from the 
harsh, three-year long debate 
over toe Meech TjiIm accord, 
toe package of c on gt itnt ianal 
reforms conceived by prime 
minister Brian Mulroney to 
make Quebec a full member of 

tTu» OormtHan family by having 

it sign t he 1982 « wnrfi * n t fa « 

BoM as Mr Mulruney’s initia- 
tive was, it not only failed to 
bring Quebec into the constitu- 
tion, bat also brought to the 
surface stresses and strains in 
the ever-fiagOe CwwHiim fob. 
tic. 

By Hw thn«» the a ccor d 
in a swamp of in-will last June, 
it had ignited a new wave of 
nationalism in Quebec, stirred 
up considerable resentment 

n patriot Qnetw In Rn gHith Can- 
ada. helped n u r ture a new 
sense of alienation in the west, 
and wind tim afaifr og m native 

Canadians* demands for 
greater autonomy and settle- 
ment of their land 

Meech Lake's legacy is an 
unaccustomed volatility and 
polarisation in Canadian poli- 
tics. Two new regional group- 
ings, the ultra-nationalistic 
Bloc Quebecois in Quebec and 
the Wgfnrm Party hi western 
Canada, have attracted huge 
public support at the expense 
of the two largest mainstream 
parties, the ruling Pr o gressive 
Conservatives and the Liber- 
als. 

Both the BQ and the Reform 
Party have won handsome 
majorities in by-elections. 

Voters' discontent was also 
evident In toe stunning victory 
of the left-wing New Demo- 
cratic Party in provincial elec- 
tions in Qntarfa fn early Sep- 
tember. 

It is widely assumed that 
aTmnrf 40 per cent of voter s in 
Canada’s richest region 
plumped for the NDP, not 
because of any special fond- 
ness for the gre ater degree of 
government intervention 
which the party 1ms promised, 
fait as a protest against fating 
taken fta- granted by the other 
two parties. 

The dto grunth ment wtenfa 
to the economic sphere. 
Besides the discomfort of 
mitsing what is e xpecte d to be 
a kmglsh (if relatively shallow) 




A wurrtoHgf Indian steads triumphant on «n overt urn ed poflcs rohleto, Mooting m 
highway fin Qnabsc after poflcs action (sited to Panova Mohawk barriers. 


cyclical recession, tire economy 
faces some challenging ana 
prfnftii structural adjustments. 

The US-Canada free trade 
agreement, which came into 
force at the beginning of 1989, 
is forcing nanwiian business 
and labour Into more direct 
competition with American 
companies which, in many 
cases, are mere effici ent and 
more productive. 

For instance, the high-cost 
food processing industry, hith- 
erto baaed on a supply-manage- 
ment system which guarantees 
high prices to Canadian farm- 
ers, is increasingly having to 
co mp et e against cheaper ITS 
imports. 

Meanwhile, the ability of 
govern me nts to put a crotch 
under weak industries or 


regions, to main- 

tain thp standards of public 
service to which Canadians 
have been accustomed, is 
under severe strain. 

The Economic Council of 
Canada notes that “Ca nadian s 
are going to have to scale 
down their expectations 
regarding the canaetty of gov- 
ernments to solve their prob- 
lems. 

National go ver nments are 
losing some St their traditional 
levers of power, and the federal 
government in particular is 
experiencing serious financial 
difficulties.” 

Although the Mahoney gov- 
ernment has kept a Hd on fed- 
eral spending, the budget defi- 
cit has remained stubbornly 
high at about C$80fan a year. 


■ Despite problems, the banking 
system and financial institutions 
show cautious optimism: see page 4. 


The key reason is the upward 
march of interest rates since 
1987. As a result of the former 
Liberal government's profli- 
gacy, interest payments now 

make up more than 30 per cent 
of federal government spend- 
ing, by for the largest single 

Item 

The fiscal spotlight is gradu- 
ally wtdfMrig to lower levels of 
government. Provinces and 
muidripaHtfpw make up almost 
two-thirds of public outlays 
and hi contras t to the federal 
gove rn ment, have pumped up 
their spending enormously in 
recent years. 

For all the forces tearing at 
the na ti onal fahrig, mnut Cana- 
dians are by no means ready to 
acquiesce in the fragmentation 
of their country, whether in 


the form of Quebec taking its 
own seat at the United 
-Nations, or of same of the east- 
ern or western provinces join- 
ing the US. 

A poll taken immediately 
after the collapse of Meech 
Lake showed that four in every 
five Canadians do not want 
their country to be part of 
their giant neighbour to the 
south. 

While Quebec nationalists 
would hke a greater measure 

of autonomy for their province, 
most would be happy far Ott- 
awa to continue running their 
post office, seeing to their 
defence needs, and even print- 
ing their c u rrency. 

Indeed, the Mulroney gov- 
ernment is hoping that it can 
win re-election by building on 
the Or 1 "** of a mated 

Issues that transcend 
regional boundaries, such as 
the m v i rrmment and daycare, 
will probably figure promi- 
nently in the run-up to the 
next election, expected to be 
called in 1992. 

The government will soon 
launch an ambitious effort at 
dialogue", 

which will include hundreds of 
meetings in communities 
across the country to give 
Canadians a more focused 
forum than radio hot-line 
shows to vent their hopes and 
frus t ratio ns. 

A plethora of more formal 
groups is also fating set up on 
both a national and regional 
level to chart the ftxtnre coarse 
of tin country. 

The federal government is 
planning ’ a mminiMinn on con- 
stitutional reform In an effort 
to avoid a repetition of the 
messy Meech IAka process. 

In Quebec, a group of bust 
ness, labo ur and community 
leaders is discussing fran- 
cophone province's options for 
the future, in tamtem with a 
study by the ruling Liberal 
party. The province’s premier 
Hag hahwtod these gTO U pS to 

consider all alternatives, bar 
two: joining the US and retain- 
ing the status quo. 

Across the country, there 
already appears to be a consen- 
sus about one thing: if Canada 
is to survive with the attri- 
butes which have made It the 
envy of so many other nations, 
some significant changes are 
inevitable in the way this vast, 
diverse country is run. 
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CANADA 




BEFORE 


• It‘s quite some . claim, we’ll, admit. Biit 
before you dismiss it, consider the facts. 

- • From now on we’re introducing: the new 
Boeing 767 300 ER on every flight.* 

If you have flown in one, we need say no 
inbred If you haven’t, “then you’ve pleasures to 
■ come. And it would.be onr pleasure to welcome 
yoti aboard. . 

The 767 is comfortable, spacious, and as 
quiet as a luxurious limousine. 


Arguably, it’s the most comfortable air- 
craft flying the North Atlantic. 

(ER, by the way, stands for extended range. 
It can fly over 11000 kilometres non-stop.) 

The service we offer is equally non-stop, 
especially in Business Class. 

Non-stop, that is, without being obtrusive. 

You’ll find the food nutritious and deli- 
cious, the wines impeccable, the glassware 
'elegant, the crockery bone china, and the 


napery fine linen. You’ll be attended to by 
' courteous, friendly, and quietly efficient 
cabin staff. (So efficient they’re the envy of 
the airline world.) 

The whole presentation is done with grace 
and care. So much so. you could almost suspect 
an ulterior motive. And you’d be right. 

Our motive is we want your business. 

We want you to fly with us again and again. 
And we'll pamper you, and cosset you, and fuss 


over you, or leave you in peace, or whatever 
you will, in order to make it happen. 

That’s our commitment. Canada, as it has 
never been served before. 

Or to put it another way; you, as you’ve 
never been served before. 


Canadian Airlines International 
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POLITICS 


Likely to become a much 
livelier spectator-sport 


'I 'm k first famgiWw evidence 
of a new fluidity in Canadian 
politics came not from Quebec, 
as one m ight have expected, 
but from the western province 
of Alberta. 

Just four months after the 
Conservatives made a clean 
sweep of Alberta in the Novem- 
ber 1988 election, a candidate 
from the fiercely regional 
Reform Party won a straining 
4200-vote majority in a by-elec- 
tion in a rural constituency. 

The unsettled mood which 
produced the upset in Alberta 
has subsequently brought a 
succession of insets and sur- 
prises across the country, to 
the point where few Canadians 
would venture a bet on the out- 
come of the next federal ejec- 
tion, which will probably be 
called some time in 1992, or the 
handful of provincial polls 
likely to be held before then. 

If there Is a consta n t in the 
shifting political landscape, it 
is that the two biggest parties, 
the Conservatives and Liber- 
als, have been put on the 
defensive by a variety of 
groups representing more 
clearly defined iHnningfeai and 
regional interests. 

In federal politics, the debate 
over Quebec’s future role in 
Canada has spawned the 
nationalistic Bloc Qu£b6cois, a 
group of nine MPs who 
defected from the Tories and 
the Liberals. The party proved 
its grassroots support in 
August by winning a huge 
majority in a by-election in an 
east-end Montreal constituency 
once regarded as a Liberal 
stronghold. 

The Reform Party has con- 
tinued to flourish, mainly in 
British CninrwM* ar»w Alberta, 
an a platform which empha- 
sises the interests of western 
Canaria, incinriing greater rep- 
resentation in the Senate and 
an end to forced hiliiwualiam. 

On the provincial front, the 
big winner recently has been 
die New Democratic Party, the 
left-leaning group which 
sprang in the early 19G0s from 
the co-operative movement on 
the prairies, and now also 
leans heavily on trade unions 
and university campuses for 
support It scored one of the 
great upsets of Canadian politi- 
cal history in September with! 
its win in provincial elections 
in Ontario, where the incum- 
bent Liberals were so confident 
of victory that they called an 
election with tiro years of their 
mandate still to go. The NDP 
also put in a strong showing in 
later elections in Manitoba. 

Underlining the electorate’s 
heightened volatility is the 
unusually high support for a 
variety of single-issue, fringe 
parties. These groups managed 
to gain 7 per cent of the votes 
cast in Ontario, and have 
shown similar standings in 
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nnt fopni opinion pedis. 

Canadians are now deb at i n g 
the significance of this frag- 
mentation of political alle- 
giances. Is it merely a tempo- 
rary protest against governing 
parties of the kind to be expec- 
ted when voters are grumpy 
about everything from the 
economy to the Prime Minis- 
ter’s style? Or is it the start of 
a fundamental shift in the 
political system where regional 
or special-interest parties will 
in future hold the balance of 
between Liberals and 
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the Bloc Qn£b6cois, the liberal 
rorimg in the House of Com- 
mons now has only a handful 
of French-speaking members 
from Quebec. One sign of the 
Liberals’ shaky standing in 
Quebec is that the new leader, 
Mr Jean Chrdtian. although 
hims elf a Quebecker, has 
to run for parliament 
in a safe seat in New Brun- 
swick. 

Provincial Liberals’ in 
Ontario and their poor show- 
ing in Manitoba are further 
painters to an uphill battle for 


the federal p ar t y ahead of the 
on. The 


One compelling argument In 
favour of the latter interpreta- 
tion is that the Tories and the 
Liberals are worried In about 
eonai measure. Hwynt opinion 
polls give the Mahoney Gov- 
ernment an approval rating of 
only 15-20 per cent of decided 
voters, the lowest few a ruling 
party in almost half a 
The Tories are 


concerned about the strength 
of the Reform Party in the 
west, where hatred cf the Tru- 

ritwn Tlhawte In I9M and until! 

hacking for the free trade deal 
four years later have guaran- 
teed solid support far Mr MuL 
raney in the pest two elections. 

The Liberals’ biggest prob- 
lem Is hi Quebec, whose reia- 


and large bloc cf MPs make it a 
key to victory in federal elec- 
tions. With the H ufr rf i imn to 


part election. The fortunes of 
the two mainline parties are 
now heavily dependent on the 
strength of the NDP, the Bloc 
Qadbfcois and the Reform 
Party. A surge in s u ppor t for 
the New Democrats an the fed- 
eral level would take more 
votes from the liberals than 
the Tories. 

The key to tiie NDFs credi- 
bility appears to be^the perfor- 
mance of tiie new Government 
in Ontario beaded by Mr Bob 
Bae. With an ineffectual leader 
in Ottawa in the form of Ms 
Audrey McLaughlin, New 

rtamncrp tu are hflphqy Mr Rap 

will show the count r y that the 
party should be taken more 
seriously at the federal level 
too. The Tories are crossing 
fingers that the Bloc QuS&ais 
will in futur e con centrat e cm 
provincial politics in Quebec. 

The BQ may figure that it 



can wield more leverage on 
Ottawa by controlling the pro- 
vincial government *nwn 
through what win always be a 
minority of MPs in the House 
of Commons. The political 
rumour witn s ug g astH that the 
group's leader, former Tory 
ratimat minister Lucten Ban- 
chard, baa set his sights on 
becoming the next premier of 
Quebec. As for tiie threat from 
the Reform Party, the Maho- 
ney Government is now 

HfflyWng for an issue that MU 
bring the west back to its side. 


as free trade did in 1988. 

A robust economic recovery 
in 1992 would do the trick best 
of aO. But in the absence of 
that, the Tories will be beating 
the dram of a strong, confident 
and united Canada in the 
TUTWip to the nmd wIprHnn- 

Whether or not they succeed 
in getting that message across, 
ffrmarftati politics OVET the 08Xt 
few years should be a much 
livelier spectator sport than it 
has been in the past. 


Bernard Simon 
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KEY FACTS AND INDICATORS 


9,220,970 sq km 

Population 2625 million, (1989 estimate) 

Head of State Queen Elizabeth II 

Currency Canadian dollar (C S) 

Average exchange rate 1988 US$1 -C$1.23 

1989 US$1 « C$1 .16 

ECONOMIC INDICATORS 

loss Mae 


Total GDP (USStei) 

Real GDP growth (%). 

GDP per capita (USX). 


490.3 

4.4 

18894 


550.3 

3.0 

20965 


_ _ of QDP ( %L 

Private consumption — 

Gross fixed Investment... 


56.0 

244 


In 


Government consumption-. 
Exports 


Imports. 


17.7 

34.0 

-324 


59.5 

22.7 

0.6 

19.0 

27.8 
-29.8 


Currant 
<US$bn)_. 
Exports (USSbrt). 


Imports (USSbn). 


Trade balance (U8Sbn) 

B Main trading partners (% of 

total value). 

Exports.. 

United 


-A3 

1144 

105.9 

as 


-18.6 

120.9 

115.9 

ao 


704 

ao 


73.7 

&4 


Imports. 


Japan. 


Public external date (USStei).. 
Consumer prices (% c han ge 

tSJSSr, 


64.7 

as 

424 


65.4 

74 

47.0 


<% 


4.0 


5.0 


change pa.). 

Unemployment (% of labour 

tores) 

Total reserves, minus gold 

(USSbn) 

Ml g i u wl l i rate (% pjj. 


44 


54 


7.8 


74 


M3 growth rate (% p^.) — 

end-period). 


Bank Rata (% pa. 

Treasury BO Rate (%, period 

LonfHerm GovLBond Yield 

(%, period average) 

VTA Canada Index (% 

everyone 


15-4 

7.4 

11.8 

11.2 


16.1 

24 

124 

124 


94 


124 


104 


9.9 


+ 44 


+17.6 


Sources; IMF, Dotastroam, Economist Intolliganco Unit 



Political profi I e 


Ontario’s Bob Rae: presenting a dual image 


WITHIN hours of the votes 
being counted on S eptember 
a some glum businessmen 
had r e na med Canada’s 
wealthie st p rovi n ce The 
P eopl e’ s R ap u bBc of Ontario." 

OBiara ob s ervers, h ow e v er, 
were op timis tic that tha 
blooming New nemnrrallr 
Party G o v er n m ent would 
Its left-wing campaig n 
promisee overboard as S 


spectacles, Mr Ran, 42, could 
bo mista ken lor a 


Ha Is the arm of a dip lo mat . 


school In Switzerland and 
wen! to Oxford as a Rhodes 
Scholar. Ho Is no socialist 


After its first few weeks in office, Canada’s 
only New Democratic Party government has 
been more conciliatory to business than its 
harshest critics feared, says Bernard Simon 


raaUiy of running a 

an— ftlallnwte il — -a Ji, , — a 

TOpwiDCmw ana amiimou 


Mr Ra n told a group of 
Toronto business people that 
"you don’t have to contribute 
to my political party to have 


Bob Rae, new provincial premier: a stunning victory 


Tha dhrsrgencs of views 
on how tho NDP wM use Its 
stunning victory at the polls 
re fl e cts, la part, tho 
contrasting Images p r o j e cte d 
by the new provincial 
pre mi er, Mr Bob Rae. 

hi Ms suit, sfyllsh f 
and st u di ou s l ook i ng 


As If recognising tha 
diversity of Ms constituency, 
ha began Ms first sp aech as 
premier by addressing Iris 
audience as "brother s and 
slaters, ladles and 
ge nt l em en." 

But there Is another side 
to Mr Rae and to Ms party 
— a aide which was summed 

up by his suggestion to a 


money forked out to pricey 
Government consultants 
would bo bettor spent on food 
banks for Toronto's poor and 
homo lass. 

The platform on which Am 
NDP fought tiie e lection is 
wen to the left of any previous 
Ontario Go ve rnment. 

It promised, among otiier 
tilings, a minimum corpor a te 
tax, a lump la tiie st a t u to ry 
minimum wage to BO per cent 
M average Industry pay, a 


Govern m en t- run car 
Insurance schema, stricter 
rent controls, and tougher 
antt-poKutlon rules. 

Mr Rso has already shown 
signs of b ac k ing away from 
soma of tha promises. The 
NDP said during the 
campaign that M planned to 
Ignore the US-Canada free 
trade agreement 

Since then, Mr Rae has 
said only that be wants to find 
ways of softening the Mow 
to companies and workers 


hurt by rising competfeon 
from US Imports. 

R ir flis n nore, tho state of 
the p rovin cia l economy 
leaves the new Government 
wife limited room for 
ambitious spending 
profpammes or higher faxes. 
The smafl budget surplus 
forecast by tin outgoing 
Ubarals for tha 1990/91 fiscal 
ysar has already turned into 
a C$24bn deficit 

With ttie economy now In 
recession, the new 
g o ver nment expects a s te e p 
fafl In tax revenues end a 
Jump In social payments. 

Ontario enjoyed one ofthe 

hi ghes t growth rales In 
Canada to the 1980s, but Is 
now suffering a more severe 
sl owdown than most o t her 
parts of the counfry. 

Mr Rae has instated that 


sector and Ihe business 
conmunBykrongh 
negotiation and dtaoussfou." 

The business community 
Is (Ssturbed, however, by 
soma of Mr Rae’s cabinet 
choices. Tho new labour 
minister Is a termor or gan i se r 
for the Steelworkers of 
America trade union. 

The cMI service porttotio 
has gone to a tenner 
negotiator for the cfvfl 
s e rva n ts’ union. 

On balance, after ba first 
few weeks In office, Canada's 
only NDP Gover nment has ' 
baan more conciliatory to 
b usin ess than Its harshest 
critics feared, but less frtondhr 
than Hie op timists hoped. 

The bast hot Is lha« tilings 
wffi stay that way . 


Air Canada now 
fly First Class to Nice 

Flights five days a week. 


Ask your Tfcwcl Agent or phone 759 263d from London, or 0800 



Air Canada 
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MR MICHAEL HOWARD, the 

Im r flefrmmt mh faw at fbmada^R 

embassy in- Tokyo from 
19864989, - recalls his attempts 
there to convince Japan that 
HawaAi fe not SUOWbOimd 12 
months of thejrear. - . 

Given the sevenfold Increase 
tatfaenetfiowof foreign direct 
i n ves tm ent by 'Japan in Can- 
ada between 1985 and 1989, he 
appears to have succee ded in 

Havrever, ttmadancrwf^Ma 
new, toss famn*»r image prob- 
lem. Its political arena, once 
considered unutterably bop- 
mg4s now in uncharacteristic 
tnrmoin ■ • 

The abortive fate of the 
Meech T^ke agreement on con- 
stitutional. changes, an Indian 
upristogin Quebec, a papular 
tax revolt, an overvalued Cana- 
dian dallar, Mgh interest rates, 
an economic downturn, and 
tee deep political difficulties of 
Prime Minister Mr Brian Mul- 
zonejr have all added up to a 
rHmate in Canada Which, SHOW 

aside, is threatening foreign 

thwm hnMiL 

Canada’s ability to raise 
fnndg tn-wodd capital markets 
has shown signs -of faltering. 
Canada reposted at tee end of 
September that foreign invest- 
ment in Canadian stocks and 
bcndk had fitDen 22 per cent to 
H jfijgm dozing the first seven 
months of 1990. Japanese 
i n vestor s, ret r en chin g at home. 


m 


Foreign investors take their time 


have cot back especially hard 
On fiwwaiWan tarnyWaa 

With international confi- 
dence eroding and a burden- 
some deficit of C$30bn, 

Canada is apt to face paying 
bibber costs for its borrowing. 
Interest rates on Canadian gov- 
ernment 20-year bonds are 
already running to 2.25 per- 
centage points above those of 
DS Treasury brads. 

To add to the woes, domestic 
business, through the Cana- 
dian Manufacturers’ Associa- 
tion, has told Mr Mnlroney 
that it is also starting to lose 
confidence in the country’s 
economy. Oven, the Canada-US 
Free Trade Agreement, an 
increasing number of Canadian 
manufacturers are considering 
moving operatio ns to the US. 

Until thi* year, however, 
Canada’s attractions have far 
outweighed its problems for 
foreign investors. Gross flows 
of foreign direct investment 
doubled during the 1960s. and 
Ktm*> 1965 have increased dra- 
matically from less than C$4bn 
arnmaTTy to CfUAfaxi in 1989. 

The country can boast some 
imp ortant achievements; after 
tax profits have consistently 
outpaced those in the United 
States. . Federal corporate 


Gr oss foreign direct investment 

S biffion 






1960 1981 1982 1983 1984 1985 1986 1987 If 


income taxes have been 
reduced fleam 35 per cent to 28 
percent There are also longer 
term f e atu res: 

• Under the Canada-US Free 
Trade Agreement, investors 
have access to a bi-national 
market of 270m consumers. 

• The Canadian workforce 
is highly nifiiigd. Public sector 
spending on education is 
higher than other G-7 coun- 
tries as share of GDP. 

• Average wage and b enefit 
costs in manu&cturmg told to 
be below those of the U S and 
labour relations, as measured 


by strikes, have improved. 

• The country has abundant 
natural resources and is oil 
self-fitifficient Energy costs are 
lower than in the US. 

• It received the highest rat- 
ing for transportation, commu- 
nications and power supply 
infrastr u c t ure among the G-7 
countries in the 1990 survey of 
international business leaders 
by the World Economic Forum. 
While the government has 
advertised f^wwdn as “open, for 
business” regarding foreign 
investment, the issue ar o us es 
persistent domestic sensitivi- 


ties. US Investment stirs the 
greatest worry among Canadi- 
ans who feel that their sover- 
eignty is constantly in peril of 
being overran by the colossus 
to the south. 

The sensitivity is not unwar- 
ranted. A quarter of the coun- 
try’s assets are owned by for- 
eigners and the lion's share is 
in the hands of Americans. 
Thus, Investment Canada, the 
government agency charged 
with promoting as well as 
appr o v ing foreign investment, 
appears bent on attracting any- 
body but their southern neigh- 
bours. The agency's promot- 
ional folder lists glowing 

tewHwiwwinla ahrarrt investing in 
ruTMMia , but none are horn the 
US. 

Investment Canada's biggest 
card for selling Canada today 
is that investors can have 
access to the US market while 
tefcfng advantage of Canada's 
high quality of life. Its cities, 
for example, are nl«an and suf- 
fer from for less crime than in 
the US. 

Given Canada's success at 
flmWng nichas In international 
markets, it aims to attract 
investors in select high tech- 
nology fields,' incl u d in g lasers, 
biotechnology, advanced mate- 


rials, nomp nter software, and 
waste management. Some of 
Canada’s most auccessftd com- 
panies are those that have dis- 
covered a new process or prod- 
uct and sought strategic 
aiuawi-An with foreign compa- 
nies to obtain access to mar- 
kets abroad. 

But major I n ve stm ent pro- 
jects, such as the recently 
aig goved QSJhn Hibernia off- 
shore all project whose consor- 
tium of four ail companies — 
Mobil, Chevron, Gulf, which all 
have gtgnfflfwnt US ties, and 
Petro^anada, the soon to be 
privatised national oil com- 
pany - all have US 

ties, are likely to dwarf smaller 
niche-type investments. 

In the proposal stages, too, 
are several large natural gas 
pi priteaa to the US that could 
mean KUtWms of dollars in 
investment 

Even in these troubled times 
for Canada, mega-projects such 
as these will go forward. 

For those looking beyond 
this awkwa rd moment, given 
the Canadian reputation for 
resolving disputes in a highly 
civilised manner, the country’s 
attractions may well pnnthliu> 
l y^iniw^wiflTicB Its problems. 
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Canadian co n enerc M property mUcota ere looking dutt. 
Above: the skyline of Celgsry, capital of Alberta. 
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Buyin g lumber from British Columbia. 
Importing lobsters from Nova Scotia. Investing 
in industry in Ontario or Quebec. Canada offers 
vast opportunities to those who know tow to 
tap this market. 

Hongkong Bank of Canada, including its 
Bank of British Columbia division, is one of 
Canada’s ten largest banks, with over U0 offices 
throughout the country. The result' last local 
decisions. 

Tim HongkongBank group's private com- 
munications network links some 1,400 offices 
worldwide, providing access to information on 
fTanadfl, or any of the other markets the group 
serves. 

For vaTiraMft mga g hts into Canada, contact 
one of Hongkong Bank of Canada’s principal 
brandbes-Toroiao TH: (416) 868-0050, 
Montreal Tel: (514) 875-8790, Vancouver 
Tfel: (604) 685-K300; or our London Office 
Td: (071) 638-2366; or your nearest office of 
the HongkongBank group. 

Firm roots in local markets. And global 
expertise. Thar’s our strength. 


<xv 

HongkongBank 
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Reaction to the Free Trade Agreement 

Signs of increasing 
public hostility 


THE 19S0s got off to a 
economically painf ul start, 
Canadians saw liberalised 
trade with the US as some- 
thing that would help prevent 
the country from falling into 
another recession. 

Now, a year and three Quar- 
ters into its Free Trade Agree- 
ment (FTA) with the United 
States, Canada is wading into a 
new recession and public disil- 
lusionment with the accord is 
growing. 

“Public hostility toward free 
trade shows every sign of 
increasing," says Mr Angus 
Reid, a prominent national 
pollster based in Winnipeg. 
While the FTA Is unlikely to be 
thrown out, the danger is that 
public disfa vour will tOSS it 
onto Canada’s increasingly 
troubled and unpredictable 
political waters. 

"There is a public appetite to 
get more out of the deal,” says 
Mr Reid, who believes it is 
politically possible that Canada 
could find itself with a new 
Government In 1993 that would 
call for changes In the FTA. 

The agreement between Can- 
ada and the US, the world’s 
two largest trading partners, 
began an January 1 , 1939, and 
is to be implemented over ten 
^ears. 

It gradually tar- 

iffs in one, five and ten year 
phases on the animal $200bn 
worth of Canada-US trade. 
More than three quarters of 
Canada’s exports go south, and 
the US sends about one fifth of 
its exports north. 

The FTA facilitates invest- 
ment and business travel, a 
provision attractive to 
Americans who account for 
some 70 per cent of Canada's 
foreign investment A unique 
m-national trade dispute mech- 
anism was also created to help 
remove political motives from 
ierisions. 

The problem for pro-free 
xaders and the current Cana- 
iian Government of Mr. Brian 
Mulroney, which negotiated 
die agreement is that it is too 
aarly to be able to assess the 
FTA's effects. These are being 
avershadowed by other forces, 
mch as a strong Canadian dol- 
■ar and high interest rates. 

Consequently, without a list 
)f identifiable FTA benefits, 
die Government is left with lit- 
de ammunition to defend what 
s considered the centerpiece of 
'.ts policy achievements. 

Labour leaders and Cana- 
dian nationalists, the FTA's 
rime critics, charge that the 
igreement is responsible far 
<* losses as plants move to 
.he US to serve the two mar- 



The popularity of Prime Minister Brian Mulroney, above, 
of the Progressive Conservative Party, is at rode bottom. 
His association with the FTA In the ptdide mind does not 
help the pro-free traders* arguments. 


kets, now with 270m consum- 
ers. 

If Canada’s economic reces- 
sion is prolonged, the FTA 
could enter some dark days. 
The search Is already on for a 
convenient scapegoat for why 
tilings have gone wrong. 

The popularity of Mr. Mulro- 
ney of the Progressive Conser- 
vative party is at rock bottom. 
His association with the FTA 
in the public mind does not 
help the pro-free traders’ argu- 
ments. 

The political fortunes of the 
deal may also be Influenced by 
talks about a US-Mexico free 
trade agreement, to which Can- 

The business benefits 
of the agreement are 
not yet perceived by 
the public, says 
BARBARA PURR 

ada has said it wants to be a 
party. The announcement by 
Mr. John Crosbie, the Interna- 
tional trade minister, that Can- 
ada will participate in three- 
way exploratory negotiations 
on free trade immediat ely drew 
criticism from the two main 
opposition parties. 

The prospect of a New Demo- 
cratic party government, never 
contemplated before the elec- 
tion of the NDP*s Mr. Bob Rae 
to the premiership In Ontario 
last month, is regarded as the 
most likely scenario for chang- 
ing the FTA ; However, Mr. 
Rae, who campaigned against 
the FTA before his election vic- 
tory, has now stopped saying 
he will ignore it 
This appears to support the 
analysis of Mr. Richard Lipsey, 
a nationally known expert on 
the FTA and chief of the Cana- 


dian Institute for Advanced 
Reserach at the Simon Fraser 
University in Vancouver. Mr 
Lipsey contends: "No Govern- 
ment in power could concieva- 
bly tear it up." Even signifi- 
cant changes to the FTA do not 
stand a chance, he believes. 

The reason is that the busi- 
ness community, which is cal- 
culated to be 95 per cent in 
favour of the agreement, would 
not tolerate undoing the FTA. 
“The markets would exact too 
high a price,” says Mr Lipsey. 

Business resistance to any 
FTA changes arises from the 
efforts companies already have 
made to adjust to the new 
regime. Surveys show that 
Canadian companies have 
restructured production away 
from protected areas of manu- 
facturing and toward competi- 
tive exports. This has shifted 
investment and prompted 
mergers. 

Although some of these 
moves occurred before the FTA 
was in place, merger activity 
in Canada during the first six 
months of the agreement was 
31 percent higher than in the 
same period the previous year, 
according to a study by the 
Royal Bank of Canada. 

Overall, according to Mr. 
Doug Waddell of the Ministry 
of External Affairs, companies 
on both sides of the border 
“are anxious to get on with it". 
During 1989, Canadian and US 
companies agreed to an accel- 
erated cut of tariffs on 400 
items covering approximately 
S6bn worth of bilateral com- 
merce. 

Unfortunately, such FTA 
benefits as greater competitive- 
ness by Canadian companies 
are not yet publicly perceiv- 
able and do not rally support 
for a much-disliked deaL 
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The commercial heart of Toronto; fliere Is cautious optimism In the banking 


Banking and financial services 


Preparing to face the storms 


ALTHOUGH some of the 
pressures on US financial insti- 
tutions have Inevitably crept 
across tbe 49th parallel, there 
is cautious optimism that tbe 
Canadian banking system Is 
better placed to weather tbe 
storms. 

“There are going to be 
shocks, but I don’t think there 
are going to be systemic 
shocks,” says Mr Michael 
Mackenzie, Canada’s superin- 
tendent of financial institu- 
tions. 

He notes, however, that the 
strength of the system will not 
really be tested “until the 
heavy weather sets in and 
starts rocking boats." As In the 
US, the main area of concern is 
real estate, especially in the 
industrial heartland of 
southern Ontario where prices 
of houses, condominiums, 
office blocks and vacant land 
are coming down fast from the 
peaks of 1987-88. 

Canada’s six big banks 
between them have an expo- 
sure of about C$130 bn to zeal 
estate, of which C$95bn is in 
residential mortgages. 

Mr Terry Shaunessy, direc- 
tor of research at Merrill 
Lynch C anada, takes a more 
pessimistic view of the bank- 
ing system than Mr Mackenzie. 

Mr Shannessy estimates 
that, excluding provisions for 
troubled Third World loans, 
the banks’ reserves are equal 
to only 4 per cent of their expo- 
sure to commercial real estate 
and leveraged buyouts. 

Another worry for the banks 
is the forest products industry. 


which is reeling from low 
prices and a series of strikes. 
The banks’ financial perfor- 
mance has so far been mixed. 
The two biggest. Royal Bank of 
Canada and C anadian Imperial 
Bank of Commerce, have been 
relatively unscarred. 

But Bank of Nova Scotia, 
Toronto-Dominlon and 
National Bank of Ca nada are 
paying a si gn i fi ca nt price for 
narrowing interest-rate mar- 
gins and past lending mistake. 

National more than doubled 
its loan loss provisions in the 
third quarter and will take a 
similar knock in the fourth to 

write off an C$8Qm loan to Mr 
Robert Campeau, the troubled 
real estate and retailing entre- 
preneur. 

National estimates that its 
loan losses this year will be 
C$24601, which is C$100m more 
than it expected earlier in the 
year. ’Hie office of the superin- 
tendent of financial institu- 
tions (OSFI) has sent one of its 
teams of senior retired bankers 
to review National’s situation. 

According to Mr Macke nzie, 
"we’re comfortable with its 
portfolio." 

In other parts of the finan- 
cial services industry, Central 
Capital, holding com pany for a 
diverse stable of interests 
including a sizeable trust com- 
pany, is in the midst of a 
sweeping restructuring after 
Wring off more than it could 
chew in acquisitions and loans 
during the past three years. 

Royal Trust’s share price has 
sagged by more than a third in 
recent months, reflecting 


CANADA’S BIG SIX BANKS 

Hnandal performance for the nine months to <My SI, 

(last year In brackets). 

Bank 

Nw mcotno 

In CSm. 

Assets on 

July 31, CStm. 


759.3 (723J) 

124.0 (114£) 

111.1 (100J) 

■ Canadian Imperial Bank 

600.1 (576.7) 



85.7 (BL3) 

82L3 (80.3) 


378-3 (340.6) 


470.4 (527.4) 

07.6 (63-2) 

3&9 (33 .2) 

■ National Bank of Canada 

153.1 (208.7) 

Source: FT, Toronto 


investors’ concerns about its 
rinks to the unsettled mer- 
chant banking empire con- 
trolled by Toronto’s Bronfman 
brothers, its acquisition of sev- 
eral savings and loan institu- 
tions on the US west coast, and 
problems in its international 
operations. 

One important point in the 
Canadian banking system's 
favour is that regulatory con- 
trols have been greatly tight- 
ened since the trauma of 1985 
when a total of five banks dis- 
appeared. 

Mr Mackenzie , whose office 
was strengthened after the 
rash of problems in the mid- 
80s, says OSFI now examines 
banks' books more frequently 
and more closely, and co-ordi- 
nates its work more closely 
with the Canada Deposit Insur- 
ance Corporation and with the 
provincial authorities which 
have jurisdiction over some 
trust mid insurance companies. 

T hanks to the reforms of the 
past lew years, regulation of 
Canada’s financial industry is 


now more centralised than in 
many other countries. OSFI 
keeps an eye on all federally 
regulated banks, trust compa- 
nies, insurers and a number of 
more specialised institutions. 
(Securities firms are still regu- 
lated by provincial securities 
commissions.) OSFI has set up 
auditors’ advisory committees 
for each sector of the financial 
services industry. 

A joint task force of OSFI, 
the CDIC and the Ontario Gov- 
ernment has been created to 
examine financial institutions’ 
real estate exposures. 

Mr Mackenzie is confident 
that the banks themselves 
have learned a lot from the 
1985 experience and from their 
own problems in the 1981-82 
recession. He points, for 
instance, to stronger boards of 
directors and closer co-opera- 
tion with auditors. 

Ms Helen Sinclair, president 
of the Canadian Bankers Asso- 
ciation, adds that "we're feel- 
ing a little bit vindicated after 
earlier critidsm about our con- 


servatism." 

Driven by the liabilities 
rather than the assets aide of 
their balance sheets, most of 
the insurance companies are 
burdened by fewer problem 
loans than tbe banks. A hand- 
ful, however, do have a worry- 
ing exposure to the teetering 
US rati estate market 

More than a dozen life assur- 
ers have acquired trust compa- 
nies, which specialise in home 
mortgages, short-term deposits, 
and fiduciary services such as 
estates administration. 

Life assurers, banks and 
trusts will be able to broaden 
their horizons further under 
proposals for regulatory reform 
published by the federal gov- 
ernment at the end of Septem- 
ber. The new rules, which Ott- 
awa hopes will become law 
within a year or so, willsignl- 
ficantly narrow the remaining 
gaps between the traditional 
four pillars of the Canadian 
financial services industry 
(banks, trusts, insurance com- 
panies and securities dealers). 

Banks will be allowed to 
acquire insurance companies 
qnri trusts, while trusts and 
insurance companies will be 
able to acquire each other. 

Existing curbs on trust com- 
panies’ commercial and con- 
sumer lending will be lifted, 
transforming them int o b anks 
in all but name. Widely-held 
foreign financial institutions, 
such as mutual life insurance 
companies, will be allowed to 
set up banks in Canada. 

Bernard Simon 


The Goods and Services Tax 


A controversial initiative 


OFFICIALLY called the Goods 
and Services Tax, bat nick- 
anmed the Gouge and Screw 
Tax, the GST to be imposed 
next January marks Canada’s 
m ost sig nificant and a lso m oist 
controversial tax initiative in 
almost two decades. 

The 7 per cent GST, which is 
closely modelled on New Zea- 
land’s value-added tax, will be 
imposed (with some notable 
exceptions) on aU goods and 
services, giving the federal 
government a potent new 
instrument of Indirect taxa- 
tion. 

It has unleashed political 
storms on several fronts. 
Although Enabling le gislation 

has already been passed by the 
House of Commons, the oppost- 
tion Liberal party is using a 
variety of delaying tactics to 
stall passage of the hill In the 
non-elected Senate. 

Federal and provincial gov- 
ernments have been at logger- 
heads over administration of 
the tax, particularly its har- 
monisation with the retail 
sales taxes collected by the 
provinces. 

Trade unions are demanding 
higher wages to protect their 
members from the inflationary 
impact of the GST. And of 
course, many consumers - 
who already carry the heaviest 
burden of personal income 
taxes of any major industrial 
co untry - amply don’t want 
to pay another tax. 

The (ST gets much of the 
Marne for tbs Mulroney gov- 
ernment’s sa g gin g popularity, 
though the government hopes 
that voters’ will have stopped 
com plaining by the time the 
next election comes around. 

The GST marks the second 
phase of the Mulroney govern- 
ment’s tax reforms. In the first 


stage, implemented in 1987, 
personal mid corporate income 
tax bases were broadened, 
while rates were lowered. 
(Some of these benefits have 
already been eroded however, 
by surtaxes on large companies 
and high-lncome individuals, 
and by higher provincial tax 
rates.) 

Assuming the GST is imple- 
mented as planned on January 
1 or shortly thereafter, it will 
replace a 13£ per cent manu- 
facturers sales tax (MST), 
which was difficult to adminis- 
ter and put an rmfair burden 
on domestic industry and 
exporters. 

The new tax has the tech- 
nical advantage (but political 
drawback) of being a more visi- 
ble and more broad-based 
source of Income than the 
MST. It wffi be charged by all 
businesses, including retailers, 
on their domestic sales. 

To ensure that only added 
value is taxed, vendors can 
claim a credit far any GST paid 
on their i n puts. Exceptions to 
the GST wifi be either tax-free 
(zero-rated) or tax-exempt. In 
tbe case of tax-free goods, no 
GST is payable, and vendors 
will be able to claim their fun 
input tax credits. 

Tax-exempt goods wffi also 
be free of tax, but no credits 
can be riaiirnad. The three main 
tax-free categories are basic 
groceries, medicines and medi- 
cal devices. 

The definition of basic gro- 
cery has led to much head- 
scratching, and there have 
inevitably been some anoma- 
lies. Biscuits and muffins for 
instance, have been classified 
as tax-fine, but the full 7 per 
cent GST wffi apply to yogurt 
Tax-exempt goods include 
financial services (with the 


notable exception of leasing), 
most education services, resi- 
dential rents, haaltli and dental 
services and daycare. Special 
arrangements apply to several 
groups. 

To ease the burden of the 
GST on the poor, people with 
1991 incomes below C$24,800 
can claim a tax credit of C$190 
per adult and C$100 per child. 
The credit will be reduced by 

Many people worry 
that the tax will not 
remain at 7 per cent 

CSS for every C$100 of income 
above the threshold. 

Small businesses with 
annual sales of less than 
C$30,000 may opt out of the 
system, neither paying tax nor 
being able to dafrn tax credits 
an their purchases. A 100 per 
cent capital cost writeoff will 
be available to any business to 
oflfeet the expense of upgrading 
electronic point-of-sale or 
inventory-control systems 


prior to 1993. Municipalities, 
universities, schools and hospi- 
tals will receive a partial 
rebate of tax paid on their pur- 
chases. To ease administration 
of the new tax, Ottawa has 
been eager to combine the GST 
with the retail sales taxes 
which are already levied by all 
tbe provinces, except Alberta. 

Provincial governments have 
balked, fearing that they would 
lose control over one of their 
rfiiaf instruments, while 
also becoming the butt of pub- 
lic anger against the GST. 

The federal government 
achieved an Important break- 
through in July when Quebec 
agreed to transform its 9 per 
cent sales tax into a val- 
ue-added system, and combine 
collection with the GST. 

Mr David Perry, senior 
researcher at the Canadian Tax 
Foundation, predicts that other 
provinces wdl eventually come 
on board, but that they will 
demand In return wider discre- 
tion in setting provincial per- 
sonal and corporate Income tax 
rates. 


At present, the provinces 
must weave their income taxes 
around the basic rates set by 
Ottawa. Even if the provinces 
do co-operate on the GST, busi- 
nesses face some compliance 
headac h es. Mr Perry cites the 
ex ample of a salesman who 
takes a trip with stops in Van- 
couver, Edmonton, Regina and 
Toronto, each of than in a dif- 
ferent province with different 
sales tax rates. Determining 
the correct level of input cred- 
its which the business can 
claim on the salesman’s 
ex p enses could be a ni ghtmar e. 

For all its flaws ana current 
unpopularity among consum- 
ers, the GST has been widely 
welcomed by business as a 
long-overdue step towards a 
fairer, more competitive tax 
system. The one universal con- 
cern is that the rate may not 
stay at 7 per cent for long as 
the politicians of Ottawa - of 
whatever stripe — succumb to 
the temptation of milking a 
very fat revenue cow. 

Bernard Simon 


GOODS AND SERVICES TAX 
Exemptions and zero-rated suppfles 


TAX-EXEMPT 

(MlMBMipi 

bat SissMe on 
Inputa) 

ZERO-RATH] 

(no lax an 
soles or 

Inputs) 

Conceptual 

Exports 



Interest, dhrtdendm, taxes, wages 

Practical, social 

□ 


HBiKiiniiBi rents — 

Very Mill businesses 



Most supplies by charities 



Financial services 






Legal aid ... 



Prescriptions 


m 

Health services . 



Madical devIcM 



Political, social 

AgricuUwaimsti „ ... 



Basle toed . 



Day cars 

-■ 



. imiH h a ooncnmni presumm 

tax crodUB are avtalabla to provider* of those “suppose.* 

Source: Price Waterhouse 
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111 these rocky times, still rock steady 


Let’s keep things in perspective. 

We’re not having a record year. 

We’re not even having the best year 
in our history. (Who is?) 

But we’re certainly hot having our 
worst year. 

We’re beavering away, trimming a 
little here, putting on muscle there. 

We’re still one of the biggest and 
most diversified, companies in Canada. 

And we’d argue we’re still the best. 

If we had to put our money on any 
Canadian business to continue to grow 


and prosper, we’d be the one we’d back. 

In fact, that’s exactly what we are 
doing, by continued investment and 
development. 

Take a look at the prospects for our 
products. 

Oil and gas; improving, may well gush. 

Transportation; clear road, rail, and 
sea ahead. 

Forest products; bit pulpy at present. 

Waste; growing all the time. 

Hotels; booking nicely, with room 
to boom. 


Communications; a longer fuse, but 
lit and running. 

And all this, we might add, is being 
done with ecology and conservation in 
mind. 

That’s where we stand today. 

We’re making a profit. It’s not as 
much as we’d like, nor as much as we’ll 
make in future. 

But during 110 years, you learn to 
take the rough with the smooth. 

Canadian Pacific limited 

MONTREAL * LONDON 
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Strong reform call in Western Canada 

Feelings run high 


SINCE the 1870s, five political 
reionn movements have 


Federal gove rnm ent procurement 


to voice the area’s perennial 
todmg of being ignored by the 
federal government. Most of 
these movements have faded 
iugloriously into the sunset. 
but t he latest, the Reform 
Party, is giving Ottawa poHti- 
cfena mote headaches than in 
the past 

The Reform Party’s message, 

tinged with conservative popu- 
lism, is about national rebirth. 
Coming as it does in the midst 
of Canada's current national 
turbulence, this idea appears 
to be faffing on fertile ground. 
Since its founding in 1987, the 
party has steadily gained 
adherents and admirers. It will 
double its membership this 
year to more than 60,000. 

In a recent Gallup poll. 
Reform was favoured by 7 per 
cent of all Canadians (almost 
half the backing for the ruling 
Progressive Conservative 
party). Gallup credited it with 
23 per cent in the prairie prov- 
inces and 20 per cent in British 
Columbia. 

Mr Preston Manning, the 
Reform leader, says, "the old 
Canada is dying and a new 
Canada Is being born.” In Mr 
Manning's mind, new Canada 
will respond more to Western 
provincial Interests, undo the 
wdfere state Mn ^ w^wr no lon- 
ger to French Quebec's 
demands. 

In the massive swathe of ter- 
ritory that runs from Ontario 
to the Pacific, Mr Manning’s 
sentiments are widely shared. 
Westerners are fed up with 
being economically and politi- 
cally snubbed by Ottawa and 
they resent the money spent to 

impose Wlmgiwliinn naHnnaHy 

although French alone reigns 
in Quebec. 

One area of central Canada's 
favou r i tism which arouses fre- 
quent controversy is federal 
government procurement. The 
prairie provinces of Manitoba, 
Saskatchewan and Alberta 
won just 15.7 per cent of Gov- 
ernment contracts during the 
1989-1990 fiscal year. British 
Columbia accounted for only 
another 5 per cent. Ontario 
held the Ham's share w ith 48J2 
per cent and Quebec claimed 
20.4 per emit Another source 
of annoyance is taxes. 

Alberta, the home of Cana- 
da's energy industry, has made 
huge contributions to fed- 
eral treasury in the form of 
energy taxes, but feds it has 
bad little federal Gov ernment 
attention in return. It ban thnq 
become an epicentre of a popu- 
lar tax revolt against the 7 per 
cent goods and services tax. 


Contracts Smvafue % of total 



_ 8,014 

1572 

£2. 

PH — 

1,798 

23.9 

03 

NovaScoOa — 

228,178 

SOBA 

5.0 

New Brunswick — 

8,534 

20JJ 

ZJ» 


46,782 

i^a&2 

20.4 

Ontario . 

112.688 

3£194 

4&2 



44 

Saskatchewan 

4>35 

844 

1.2 

Aborts 

17,148 

705.9 

8.7 

British Columbia 

22^*50 

3819 

BA 

Yukon and NWT 

1,430 

282 

04 


which Albertans say they will 
refuse to pay. Although the 
liberal party has opposed the 
tax in the Senate, this seems a 
political gambit to take advan- 
tage of the GST’s unpopularity. 
The Alberta oil and gas indus- 
try, which before the Irai-Kn- 
watt crisis had been suffering 
from a slump in energy prices, 
has subsequently perked up. 
However, Albertans have seen 
price swings come and go and 
are n ot jumping quickly to 
invest or spend. 

Mr Dan MacNamara, vice 
president of the Canadian 
Petroleum Association in Cal- 
gary, says “you don’t make a 
project based on the war.” Con- 
ventional oil reserves in West- 
ern Canada are in decline. 
Reserves In producing fields 

declined 4.1 per cent in 1389 to 
4-7bn barrels, following a 34.7 

Report by 
BARBARA DURR 

per cent drop in drilling activ- 
ity last year. 

Unconventional reserves, 
such as those in the Arctic, 
could mean new investment 
but they cannot be economi- 
cally tapped without a sus- 
tained hign oil price. Although 
C$4bn worth of energy proper- 
ties from 40 companies in 
Alberta were on offer until last 
June, only about half have 
been sold, according to Mr 
Ftank Sow, o t Sayer Securi- 
ties in Calgary. Uncertainty 
about the market and the 
value of properties 1ms plagued 
sales. While oil prices have 
risen 50-100 per emit, oil com- 
pany share prices have risen 
only 5-10 per cent. 

These snare increases came 
as the Toronto Stock Exchange 
overall fen by about the same 
amount. Gas pipeline projects 
currently undo: consideration 
could bring a boom to Alberta, 
bat for the moment the prov- 
ince is cautious. Consumer 
spending is expected to rise 
moderately. Law world prices 
for a bumper grain crop are 


more deeply affecting Mani- 
toba Saskatchewan, which 
are less diversified than 
Alberta. 

Having managed to recover 
from the 1988 drought, the 
prairie provinces are now fac- 
ing a dramatic drop of 44 per 
cent in former Income com- 
pared with 1989. Net form 
Income in Saskatchewan akme 
will foil 68 per cent, according 
to Prairie Pods, the combined 
organisation of former cooper- 
ative pools in the three p rai rie 
provinces. 

Production growth in Sas- 
katchewan will rise to 5 per 
cent this year, bnt Mr Tim 
Whitehead, a regional econo- 
mist with the Canadian. Impe- 
rial Rank of Commerce, called 
the province’s income situation 

“Just dreadful.” 

Manitoba's difficulties on the 
grain trade will be slightly off- 
set by gains in livestock pro- 
duction which will be helped, 
by lower grain prices -and 
some other economic diversifi- 
cation. But net emigration, 
modest reel wage growth and 
slow expansion of employment 
will keep consumer spending 
and construction down. 

If there is a bright spot in 
the West it is British Colum- 
bia. For the last three years, 
BC has outpaced the rest of 
Canada in economic growth 
and 1990 is expected to con- 
tinue the trend. Although the 
province’s economy is subject 
to swings in the prices of its 
main mrnmndWM — minerals 
and forestry products - it has 
drawn its economic dynamism 
from an enormous influx of 
Immigrants. - 

From 1987-1989, 30O000 peo- 
ple migrated either from other 
parts of Canada or abroad to 
British Columbia. 

BCs magnetic force is expec- 
ted to continue to draw Immi- 
grants through 1991. Such 
strong papulation growth has 
boosted the services sector in 
particular. Overall employ- 
ment growth is expected to ran 
2.7 per cent this year after a 5.7 
per cent increase in 1989. 


A new, clearly defined political relationship is sought wi th Ottawa 

Quebec wants more autonomy 



THERE HAS been an 
important change in Quebec 
public opinion this summer. 
Most people in the French- 
speaking province now believe 
it must negotiate a new rela- 
tionship with ’Rngtish Canada.’ 

The change follows the cat- 
lapse in June of the Meech 
Lake Accord. Quebec's French- 
speakers. 80 per cent of the 
province’s 6.5m inhabitants, 
had regarded the Accord as a 
test of En gtish Canada's good- 
will. It recognised Quebec as a 
"distinct society” and offered 
other concessions over auton- 
omy funding. 

Quebeckers thought It a fair 
price for their province’s 
assent to t he in 

1990, and Quebec’s federalist 
premier, Mr. Robert Bonrassa, 
had staked a great deal on it 

Bat it was subsequently 
repudiated by English Cana- 
-rtairinTin who felt that 25 years 
of federal concessions bad 
already sufficiently awarded 
Quebec in terms of special sta- 
tus. Now the message from 
Canada’s second largest prov- 
ince is: “They rejected our 
modest daman/ic — what does 
Rn gfirih Canada want?” 

In 1962, the gover n ment of 


the sep aratist Parti Quebecofa 
had rejected former prime min- 
ister Mr Pierre Trudeau's 
terms for signing the Canadian 
federal constitution, saying his 
“new federalism” was more 
centralist th a n the 

There has long been a 20 per 
cent minority in Quebec 
demanding political gnej eco- 
nomic independence, a 
supreme National Assembly in 
Quebec City, a unlllngual 
French-speaking community 

and ultimately a Quebec dollar. 

Now there is a re-think at 
the centre. A big majority, per- 
haps 70 per cen t according to 
opinion polls, is no longer will- 
ing to accept Canada's post 
war status quo and the peren- 
nial federal-Qiiebec dogfights 
over Jurisdiction and money. 

It wants a new, clearly 
defined political relationship 
with Ottawa which would give 
Quebec more autonomy while 
leaving the economic ties 
mostly undisturbed. For some 
tfiia mw p TMz & fl*rm nf “sover- 
eignty”, a term now used with 
abandon throughout 

The centre has found many 
new voices, some strident, as 
in the Bx tpiTO gant dahns of 
the provincial Chamber of 


Commerce, representing 

fttwaTler h nmwewy ^ the OPt- 

lying areas as well as Mon- 
treal. But they also include 
senior French-speaking busi- 
ness leaders such as Mr. 
Claude B elaud, who heads the 
336bn. DesJardins credit unkm 
movement, and Mr. Claude 
Castonguay, former senior 
Quebec Cabinet minister and 
retiring of the Lau- 

The centre has found 
new voices, some 
strident, says 
BOB GIBBENS 


rentlan Group. 

Until June, when the Meech 
Lake Accord was rebuffed by 
English Canada, Quebec’s busi- 
ness community had been 
staunchly federalist. In the 
1980 referendum on indepen- 
dence for Quebec, it cam- 
paigned hard for the W ftlA? . 
But business sector now feels 
frustrated by Canada's 

refusal of what it regards as a 
moderate settlement. Post- 
Meech emotions ran high, but 
they have been distracted by 


the Mohawk crisis Cana- 
dian Army intervention, Indian 
claims for broad political sov- 
ereignty, a stagnating economy 
and escalating oil prices. 

The Parti QuSbficds, now in 
opposition and led by former 
Finance Minister Mr Jacques 
Parizeau, 60, has carefully 
avoided fuelling the fires, but 
wants an immediate referen- 
dum on independence. 

Mr. Premier Bonrassa, 57, re- 
elected in 1989, rejects outright 
Independence. With the ending 
of the Mohawk crisis, his strat- 
egy is to regain control of the 
political arena. He must set the 
stage for the next provincial 
election In about three years 
and has set up a nonpartisan 
roving Parliamentary Commis- 
sion to draw up a concrete set 
of demands for Quebec’s assent 
to the 1982 Constitution. 

The commission is due to 
report early in 1991. 

Though federalists wfU hold 
a majority, the commission’s 
report will undoubtedly renew 
Quebec’s demand for recogni- 
tion as a "distinct society” and 
list demands for more auton- 
omy in hmg nw g ip nrwt cultural 
affairs, fmniigrgtfo n and 
Wy control of federal 


development and straining 
funds. 

The Quebec Liberal Party 
w also form ed a com mittee to 
set up a constitutional plat- 
. form for the next provincial 
election, to be adopted at its 
policy convention next May. 

The Bloc QufiWcois, a nine- 
inember pro-Quebec group 
formed by Ur. Lucien Bou- 
chard. Mr. Mulraneys former 
Environment Minister, has hod 
a strong initial impact through 
the province, unnerving the 
post-Meech Lake Conserva- 
tives. But it is not clear 
whether Mr. Bouchard. 52, can 
maintain momentum for his 
recipe for separation. 

On the economic front, Que- 
bec cannot escape the deterio- 
ration in North America as a 
whole. In the 1982-83 recession, 
its manufacturing sector suf- 
fered a terrible blow. The 
reco ve ry that peaked In 1988 
brought relative social peace. 
enhancing business’s frith to 
its ability to create wealth. 

But that consensus broke 
down in 1989-90. Quebec has a 
low birth rate, an ageing popu- 
lation and steadily rising 
health costs accounting for 30 
per cent of its Cf35bn budget. 


A shadow cast over 
Altantic provinces 


CONSTITUTIONAL squabbles 
and a slackening economy are 
casting a shadow over Atlantic 
Canada While p ublic reaction 
has so far been muted, politi- 
cians QTiri pundits in the four 
eastern provinces (Newfound- 
land, Nova Scotia, New Brun- 
swick and Prince Edward 
Island) have pegged the death 
of the Meech Lake constitu- 
tional accord last June as the 
most «i gnTfi«int event of the 
past year. 

Now that Quebec seems set 
to press for looser links within 
Confederation, the four prov- 
inces to toe east are worried 
that forthcoming changes will 
threaten the generous transfer 
payments they receive from 
the rest of Canada. 

“The fear is amply this: Que- 
bec comes up with a new form 
of association with nanada and 
it maimi it more difficult for 
this region to prosper. You’re 
back to the scenario that [this 
region] is the Bangladesh of 
Canada,” says political scien- 
tist Agar Adamson. 
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If you've got a prospect, 
we could take an interest 


To bring an orebody into production takes 
a lot of experience, superior exploration tech- 
niques, sound mine development capability; 
pr oper environmental practices and solid 
financial backing. 

At Corona we have all of these and more. We 
are the sixth largest gold producer in North 
America and one of the world's lowest cost gdd 
producers- Our investment group is looking 
for opportunities. We might have what you 
want, and you could have what we need. 


Tb see if we might take an interest in your 
mineral project or prospect call Christopher 
M.H. Jennings, Senior VP. Exploration car Igor 
Levental, Director Investments & Investor 
Relations at (416) 862-2000. 




CORONA CORPORATION 

Suite 1900, 120 Adelaide Street West 
Toronto, Ontario, Canada M5H1T1 
Telephone; (416) 862-2000 


An independent economic 
think-tank reinforced that sce- 
nario in a recent study examin- 
ing the impact Quebec’s separ- 
ating would have on Atlantic 

Canada 

The Halifax-based Atlantic 
Provinces Economic Council 
predicted cuts in living stan- 
dards for the region as other 
provinces become more reluc- 
tant to bankroll their poorer 
cousins once Quebec left. 

The four Atlantic provinces 
are handicapped by a dearth of 
powerful voices in Ottawa to 
represent their interests. Inter- 
national Trade Minister John 
Crosbie from Newfoundland, 
one of the most powerful mem- 
bers of the federal cabinet, is 
expected to leave political life 
within the next two years. 

The remaining high profile 
politician^ all face obstacles in 
trying to get the country's 
attention. Prince Edward 
Island Premier Joe Ghiz is 
hamstrung by fire small popu- 
lation .and miniscule economic 
clout of bis province. 

Nova Scotia’s governing Pro- 
gressive Conservative parly is 
temporarily leaderless until a 
replacement is found for long- 
serving Premier John Buch- 
anan, who left office under a 
doud in September to take 19 
a seat in the federal Senate. 

Both Newfoundland Premier 
Clyde Wells and New Brun- 
swick leader Frank McKenna 
earned Quebec’s animosity for 
their opposition to file Meech 
Lake Accord. 

McKenna's low standing in 
Qn pt yp. hasn’t preve n ted him 
from trying to direct the 
national agenda. In mld-Sep- 
tember he called for renewed 
efforts to create a constitu- 
tional agreement that Quebec 
would support. 

He also launched a call for a 

Maritime ae n n o mu* iminn The 

second proposal calls for form- 
ing a single integrated eco- 
nomic unit made up of the aQ 
the Atlantic Provi n ces except 
Newfoundland. 

While McKenna’s second 
proposal is modeled after post- 
1992 Europe, the idea erf a Mari- 
time unkm is as old as Canada. 
But Philippe Doucet of New 
Brunswick’s University of 
Moncton, says McKenna will - 
not win much public support 

Doucet says Atlantic Canadi- 
ans are tired of endless debates 
cm issues like the constitution. 
Language tensions are already 
simmering in New Brunswick, 
Canada’s only iffiriatly bilin- 
gual provinca 

Farther pressure to meet 
Quebec's aspirations could 
anger the growing Confedera- 
tion of Regions Party, a politi- 
cal rump group opposed to 
bilingualism. The Maritime 
rminn idea is unlikely to tafc« 
hold unless it is forced on the 


public by an impending crisis. 

"Unless there is same sort of 
catastrophic pressure, I cant 
see anything happening that 
will force us into regions, 
Susan McCorquodale of New- 
foundland's Memorial Univer- 
sity says. 

That sense of crisis has not 
yet materialised. An August 
survey by Halifax-based Corpo- 
rate Research Associates found 
58 per cent erf Atlantic Canadi- 
ans doubt Quebec will sepa- 
rate. Thirty-eight per cent 
thought separation likely. 

More than half of the 1^00 
people surveyed thought Que- 
bec's departure would result in 
no change or an improvement 
in living standards in the 
region. Another 37 per cent 
thought standards would drop. 

Business groups, however, 
welcome the idea of a Maritime 
economic union. APEC presi- 
dent Tim O'Neill says gr e ate r 
co-operation makes sense in a 
global e t w ir nnment Qf faffing 
trade barriers. .The immediate 


The lour provinces 
need more powerful 
voices in Ottawa, says 
MICHAEL REDMOND 


threat to the region is the 
recession now gripping the 
country as a whole. 

A shrinkage in federal gov- 
ernment revenues will likely 
lead to cuts in transfer pay- 
ments to the provinces. Despite 
being the poorest province in 
Canada, Newfoundland may 
escape the recession relatively 
unscarred. 

While a slowdown in 
resource industries is a threat, 
it is offset by construction of 
the massive Hibernia offshore 
oil project. 

to mid-September the prov- 
ince, Ottawa, and a consortium 
of oil companies finally put in 
motion development cf Hiber- 
nia. The $5J2bn project will see 
10,000 jobs created in the prov- 
ince over the next six years. 

APEC’s Tim O'Neill says 
Hibernia's spillover effects will 
help all four provinces. But it 
will not be enough to pull 
Nova Scotia clear of a reces- 
sion. 

The province’s large fishing 
industry continues to suffer 
from cuts is catch quotas, 
which have led to numerous 
plant closures and l ay o ffs in 
rural areas. 

Nova Scotia’s exports and 
manufacturing sector have 
already started slowing in line 
with national trends. If prices 
for pulp and paper and metals 
slip further. New Brunswick 
will also fell into recession, 
APEC officials say. 


Enjoyment in a 
cold climate 


IN DECEMBER many 
Canadians’ thoughts turn to 
"heading south'* for the sun- 
spots of Florida, the Caribbean 
and California. Those left in 
the Frozen North have little 

i-hnlrn hni to wialw flw best of 

the frigid temperatures, bliz- 
zards, ice and slush that axe 
the hallmarks of a Canadian 
winter. 

Surprisingly, though, it is 
possible with little of effort not 
only to survive winter In Can- 
ada but to enjoy iL The secret 
— for both Canadians and 
their visitors - is to make that 
extra effort 

The short days and long 
nights from December to 
Much can be a bore for the 
Hi-prepared or unadventurous. 
Shovelling snow from the 
driveway, window-shopping or 
sitting morosely in some 
high-rise hotel roam can all too 
easily dominate the winter rou- 
tine. S is ho co-incidence that. 
those who complain loudest 
about winter- are often the 
“couch, potatoes" unable 1 ; to 
spot any oporiunitieu for fun 
beyond then- television sets. ■ 
Setting foot outdoors does 
have its hazards. Frostbite is a 
risk for anyone venturing out 
without warm gloves and 
boots. Icy roads and pavements 
are a c onstant haza rd for both 
drivers and pedestrians. On the 
prairies, desperate people even 
commit' suicide in January or 
February by simply walking 
outside and taking off their 
clothes in the minus 40 degC 
cold. 

But Canadians have learnt 
to adjust to t h e ir harsh cHmatn 
to the point where winter can 
be as fell of outdoor ton as any 
of the other seasons. Most at 
the tim™ Canadian rifag are 
within an hour or two drive 
from downhill and cross-coun- 
try skiing. 

Whistler, about two hours* 
drive north of Vancouver, haft 
become especially popular, 
among - downhill skiers - in 
recent years. The ski-ing and . 
the scenery around the Rockies 
resorts of Banff and Lake 
Louise are on a par with any- 
thing North America haa to 
offer. 

An invitation to one of flw 
elegant privately-owned ski 
dabs north of Toronto also 
guarantees an enjoyable Satur- 
day or Sunday. 

Many country inna have 
excellent cross-country ski 
trails. For the less energetic, 
their facilities also usually 
include sleigh rides, saunas, 


tians north of MontreaL 
For those looking for some- 
filing closer to home or hotel, 
there is crosscountry skMng 
in city parks and along golf 
courses; tobogganing on just 
about any slope (even the 
fririmes at the side of raised 
highways); and, of course, ice 
air* ting Toronto alone h«a 170 
skating rinks, many of which 
do double-duty as tennis courts 
during the summer. One - 
which unfortunately, is often 
over-crowded - is located 
right next to the city hall oppo- 
site the Sheraton Hotel. 

The lessenergefic might con- 
. sider an after-dinner drive 
around some of the wealthier 
city neighbourhoods in the 
three or four weeks before ' 

Q h rifttm aft, when wutpy Hanadl- 

ans decorate the outside of 
their homes with coloured 
lights. Some at the displays are 
spectacular, especially after a 
fresh snowfall. A_ foreign visi- 
tor. planning a whiter trip, to 
Canada needs to make some 

Winter tips lor 
business visitors by 
BERNARD SIMON 

basic preparations. As a gen- 
eral guide, cities on the prai- 
ries (Winnipeg and Edmonton, 
for instance) - are coldest with 
the temperature r^ulariy fall- 
ing below minus 30 deg C. Next 
are Montreal and : Ottawa, 
which tend to have more snow" 
than thfl prairie rftfes ; 

Except for a few ultraroold 
snaps, the temperature in 
Toronto Is normally just below 
freezing, and weeks can. 
without any snow on the 
ground, to Vancouver, one is 
more likely to strike rain than 
snow, even in January. . 

Suitable cHofixing is essential, 
Grin d ing a heavy overcoat, a 
scarf; gloves and a hat Over- 
shoes (commonly called rub- 
bers) or boots are a most to. 
give a better grip on roads end 
pavements, and to prevent 
damage to shoes from the salt 
which is liberally spread ova: 
city streets. after a snowfelL 
'Winter underwear is not neces- 
aary for a business trip, as aQ 
office buildtngs ^ shops are 
well (sometimes too well) 


indoor swimming pools and. of 
course, a superb taw^ u Among 
the popular mns are BemniBer 
Inn and Deerhurst near 
Toronto, Auberge North Hatley 
in the Eastern Townships of 
Quebec, and Le Ghanteder and 
La Sappiniere In the Lauren- 


For those wanting to take 
part in. winter sports, skis and 
s k ates can be rented. Anyone 
not accustomed to driving in 
wintry conditions should rely 
as far as possible on public 
transport or taxis, rather than 
hire a car. 

If you must drive; wmIm sure 
the car has a plentiful supply 
of w indscreen cleaner, and a 
scraper to (dear the windows erf 
ice an d snow. Above aQ, drive 
carefully and slowly. 


COSMETICS OPPORTUNITY 


Th> I fading Canwfa" r jwmfir* Cnmj y a n y 

is looting for a national distributor in your 
country. JJ. Cosmetics are sold in many 
countries and the management provides an 
intensive t raining program. You need no 
pertaining experience in the field. The 

m 


market trend indicates a rising in the 


beauty products industry. 


.jamne^.ictoocuiL. 


fat Canada 1-418471-9741 

fa*Pad*33JU*920S838 

5275, BhdWJtond, sale 130 
Qnflxx GZE 5M7 

Cttttfc 



[ FINANCIAL TIM ES | : 

RELATED SURVEYS 


World 


June 25 
■ . Get 17 
March 1991 
May 1901 
July 1991 
Sept 1991 


FOR ADVBTOSNQ INFORMATION IN LONDON, CONTACT ANNA FAIRFAX 

071 - 873-4167 

. FOR EDITORIAL. DETASS JN LONDON, CONTACT DAVE) DQOVUELL 

071 - 873-4000 


A 


I 









FINANCIAL TIMES TUESDAY OCTOBER 23 1990 






“wha 


If 

;v ! * Sir 


r- 

i-' 1 SSe-iSs 


■ w.^. 


snt in, 

imate 

’ v --‘^ 
,. ' ‘ 

■ : 

..- ~ : ^ 
.’: ►•Sj’rj * 

r •’ rS, '^ , 2j| 
■'; ■'* 

t: ‘ ***;: 

:■•/ wrg** 

••- ffffc 
*' ; .i V?. 6 Zt 
• - • •; 

; '-ski 

- • ■'■'■■■■ r?:r &z 


section nr 

In spite of impressive 
• i« W economic and 
• QjfL ^ industrial growth 
J »1 made in Italy during 

2 | the 1980s, the legacy 

of the political negligence of that 
decade now has to be faced. The 
potential effects of the Gulf crisis 


over 


THERE IS a fluttering in the 
Ttatian afr which can only be 
described as the sxrand of a few 

nhirlrena Coming hnmp to 

roost The 1980s were by no 
means a wasted decade, given 
the robustness of Italy's indus- 
trial and economic recovery, - 
bat the political errors and lost 
opportunities of those years 
are beginning to-sonr a mood 
in industry which ^ already 
turned sombre before it needed 
to take account of the effects of 
the Gulf crisis. - 

Italian moods, Hite the 
Roman sky, can swing from 
sunshine to rain in very quick 
order. But the decline of bright 
optimism about ri»e industrial 
f utu r e hn« been budding up for 
some time, in parallel with a 
stowing of die economy and an 
obv iously less cheerful outlook 
for profits. 

The anxieties focus most 
strong l y on competition and : 
political interference in the 
phbhp .sector, and they have ; 
adopted as< their emblems^ this 
year's extraordinary straggle 
for control of the Enimont pub- 
lic^private joint venture and 
Fiat’s recent exchange- of 
shares and assets with GGE of . 
France.’ ;• ' . 

The first Iras began to rival 
Bismarck's-ceteb rated Schlqa- 


FINANCIAL TIMES SURVEY 

ITALIAN INDUSTRY 

- Tuesday October 23 . 1990 ' 




Prime minister GtuHo Andreotti (right) ***d Giddo Card (leffi, finance minister: widening the gap bet w ee n action and rhetoric 


wig-Holstein question for 
obscure complication. It is 
being marked down, however, 
as a failed exercise in pubUc- 
private collaboration more 
because of a dash of business 

I ' n l lm a^ fhaw pf 

Such cultural conflict emerges 
most dearly, as in the Bnfmont 
case, when the changing condi- 
tions of the market require 
s wift responses and job losses. 

EOT, the state energy com- 
pany, was politically unable 
this year to respond to the 
urgmgs of its partner, Montedi- 
son, to reconsider their previ- 
ously agreed business strategy, 
Italian pnlitlriaiw can- 
not be led that quickly into 
liiKflUwg unemployment 

Nor will they easily bend the 
knee to (he tzrgings of Montedf- 
son's president Mr R aul Gar- 
dinL For the Italian political 
class is above all propr i e to rial 
and one of its justifications for 
me t milltrig about -ODB thir d of 
national output is flat the pub- 
lic sector acts a countervailing 
power to the private sector 
grandees, Agnelli, De Bene- 
detti, Pirelli, Gardini, Berlus- 
conLetaL 

Herein lies the basic weak- . 
ness of Balia Inc whose ideo- 
logues in both the government 
sind public industry propo s e a 


consolidation of national 
industrial power so as to create 
un i te of a ****** to compete in 
world markets. A little flexibil- 
ity and imagination, and above 
all political freedom, would 
have enabled IBI. the state 
imMfng company, to match 
most, if not an, of the compo- 
nents of Flat’s deal with CGE. 
But the political omens were 
hostile to the necessary 
reshuffling of assets between 
public and private and the 
opportunity was lost 

Much has been made in Italy 
about t he emerging Italian- 
French «da which the Fi&t- 

f!flB deal hi g hli ghts. TFTT., the 
Flat Group’s financial hnMmg 
company, is already the major 
operator in the Italian food 
industry through its alliance 
with BSN-Danone while Mr 
Carlo De Benedetti also has 
extensive Fr ench interests 
through his CERUS holding 
co m pany . 

Although these links may 
ultimately represent a strategy 

to **« n ntwr flaman industrial 
power, the exchanges of share- 
holdings are also in Flat' s cas e 
a defensiv e wmwianTO against 
unfriendly takeovers in part- 
nership with the product of a - 
compatible business culture. 
Mr De Benedetti maintains 


that apart from the structural 
obstacles to making acquisi- 
tions in Germany, there 
remains the simple fact that it 
is difficult to persuade good 
German managers to work for 

T fa VI an companies. 

The FlatCGE deal* certainly 
displeased some top politicians 

tO th** mr tan t that fY mfmrins - 
tria, the industrialists organi- 
sation, even anticipates some 
possible retaliation. It is 
unlikely, however, to provoke 
a serious political rethink 
about pri v atis ation or relaxing 
political rem+rp is on the public 
sector because these are essen- 
tial to maintaining the founda- 
tions upon which tha Italian 
system of “partitocracy" (party 
rate) is based. 

The system will ding to the 
n otion that the public sector is 
needed as a countervailing 
power to the private, although 
it has been emptied of serious 
content by the recent passage 
- after three years qf debate 
and two of legislative travail - 
of anti-trust legislation. 

Objectively, this ghnmid pro- 
vide the framework of rules for 
regulating and 

growth of private sector indns-. 
trial and economic power, but 
only fundamental- reforms of 
Hw political system fi«aigm<i 


to transfer power and control 
to the ordinary citizen can 
begin to roll back the frontiers 
of party control. 

No such reform can be 
expected under the present 
wpHtinn ted by Mr Giulio And- 
reotti whose policies are 
becoming the despair of the 
private sector and also of many 
public managers. It is not that 
Mr Andreotti’s government is 
so much worse than many of 
its predecessors, nor that it is 
miiy w in falling to find con- 
vincing responses to chal- 
lenges such as rim public sec- 
tor deficit and woefully 
uncompetitive public services. 

The problem Is that Mr And- 
reotti his leading minis- 
ters, largely Christian Demo- 
crat but also some Socialists, 
have seriously widened the gap 
in Italy between action and 
rhetoric on so many of these 
matters. 

It is ai«n that they'd© not 
seem to care; only th!<? month 
they have p romo ted to the 
presidency of EFIM, the small- 
est industrial public holding 
company whose debts at more 
than LS.OOObn (£2,199.7Sm) 
ptt-poH its annnal turnover, a 
Socialist who was vice-presi- 
dent of riii» gro u p during its 
recent disastrous deterioration. 


Snch a move pains and trou- 
bles many industrialists, both 
public and private because of a 
mmw that Hww is miming 1 out: 
Hiw> to find a lasting solution 
to public deficits before the 
markets deem that they are 
incompatible with membership 
of the European Monetary Sys- 
tem and participation in the 
move to European Monetary 
Union; time to give public 
industry and services more 
freedom to manage and to 
price their services. 

Time to create a railway sys- 
tem which can move people 
and goods with competitive 
efficiencies; time to launch a 
policy of diversified energy 
supply to soften the savaging 
effects of a $40 or $60 or $80 per 
barrel energy price; time to 
reform the tax structu re so 
that private companfas do not 
carry greater burdens than 
their counterparts in the EC: 
timA^ in sum, to address the 
structural handicaps which 
may well seriously impede Ital- 
ian growth in the opening of 
glnhal industrial mwl ffmnirraf 
markets in the 1990s. 

“I think we are heading for 
five years of crisis," says one 

nhwnmr at f kmfintlngtrla 

Tempers are running high 
and language is running low in 


the Italian industrialists’ 
organisation partly out of a 
sense of frustration. The gov- 
ernment, it is said, does not 
understand and does not want 
to understand the private sec- 
tor and tire market. 

The Italian Catholic tradi- 
tion has always been some- 
what weak on such matters. 
Mr Andreotti understands 
above all politics, power and 
maximising consensus. These 
are the principles which 
inform all of his government's 
important policies, from the 
budget to industrial organisa- 
tion. 

Now in his sixth term as 
prime minister, Mr Andreotti’s 
style is to warn that the budget 
deficit will bring the nation to 
collapse and then to produce 
proposals for reducing it which 
are based on unsound num- 
bers. a minimum of reform and 
of no threat to any particular 
iwiww t group. 

The 1991 budget proposal 
may seem to be a sad commen- 
tary on the effectiveness of Mr 
Guido Cazii, the treasury min- 
ister and former governor of 
the Bank of Italy, whose 
appointment had the result of 
giving the gw w wrnTnpnt a cloak 
of financial rectitude. 

In reality, Italian treasury 
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ministers suffer from the fact 
that budgetary responsibilities 
are divided between three min- 
istries, a device which has 
ensured that financial recti- 
tude does not prevail. 

The only other significant 
voice arguing for a fundamen- 
tal attack on budget deficits 
and more coherent industrial 
policies Is that of Mr Adolfo 
Battaglia, the Industry minis- 
ter. But he comes from the 
wmafi Republican Party (3.7 per 
cent of the vote in 1987) and 
consequently is rather short on 
clout 

Mr Battaglia fights a lonely 
battle for more liberal eco- 
nomic policies, more privatisa- 
tion arid a coherent approach 
to sustaining the spinal col- 
umn of the Italian eoonomy, 
email and medinm-fiized busi- 
nesses. But he is no match for 
Mr Andreotti who knows little 
about industry except that it 
can be a good source of funds, 
and his genial henchman, Mr 
Paolo Cirino Fomldno, minis- 
ter for the budget 

The primacy of politics in 
th e Andreotti administration 
wwmn surviving until the next 
general election (almost cer- 
tainly next year). 

Continued on Page 2 
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THIS FALL-OUT from the Gulf crisis 
is giving the Italian economy a 
rather unpleasant attack of tooth- 
ache and is uncertain whether the 
pain will dissolve naturally with 
time or whether specialist treat- 
ment is needed. 

Early optimism that the crisis 
might be short-lived and that the oil 
price might settle at a level no 
higher than $25 next year is now 
giving way to darker fears and 
some sharp regrets. 

With the price hovering around 
$40 and authoritative estimates 
em ergin g that next year’s average 
may not be a great deal less if there 
Is a war in the Gulf, there is a 
growing anxiety about the conse- 
quent impact on domestic inflation, 
the trade balance and the exchange 
rate. 

As brows farrow, there is a pre- 
dictable tendency among industrial' 
-ists and some politicians to regret 
the choice made by referendum in 
1987 to forego the employment of 
nuclear energy as a major source of 
electricity. Despite the difficulties 
caused by previous oil crises, Italy 
remains dependent on imports for 
82 per cent of its energy require- 
ments, even though its use of 
energy is mare efficient than it was 
a decade ago. 

The conundrum facing all fore- 
casters centres on the judgement 
about the impact of the “Gulf fac- 
tor” on an economy that was 
already showing some signs of slow- 
ing. For the first time for many 


T he Gulf crisis has plunged a sinking economic confidence lower still, writes John Wyles 

Brows of industrialists begin to furrow 


years, the output in the second 
quarter fell slightly, by 0.2 per cent, 
compared to the first quarter with 
industrial production sliding by 2£ 
per coat 

Textiles, engineering and trans- 
port were foremost in registering 
fails in production. By the summer 
slow, or even negative, growth pros- 
pects in various markets at home 
and abroad were causing some com- 
panies to announce temporary lay 
offs. 

Foremost among these has been 
Fiat Auto which is laying off 30400 
workers for periods this autumn 
because of a fall in market share in 
Italy and slackening demand In 
Europe. Such developments, along- 
side the Gulf crisis, have helped to 
plunge the index which measures 
confidence in the economy among 
Italian families to one of the lowest 
levels in recent years. 

A year ago, the official govern- 
ment expectation was of a 3.4 per 
cent growth rate this year. By May 
this had been revised down to S per 
cent and was further shaved to 2.9 
per cent when the government pres- 
ented Its 1991 budget proposals last 
month. This is still more optimistic 


than most private forecasts, 
although very few of these have yet 
tafam account of the impact of a 
higher oil price. 

However, the research depart- 
ment at Confindustria has been 
quick off the mark with forecasts 
based averages of $25 and $35 per 
barrel. The former price yields a 
growth rate this year of 2.4 per cent 
and of 2J3 per cent next year. The 
higher oil price’s effect is more dra- 

Italy leans heavily on 
imports for its energy 

TnaHr, cutting next year’s rise in 
gross domestic product to a very 
modest L6 per cent 

The balance of payments deficit 
on the current account would rise 
from L2 per cent in 1989 to U per 
cent this year on $25 and 1-6 per 
cent on $35 per barreL The same 
deficits next year would be 1.7 per 
cent or 2.4 per cent of gross domes- 
tic product. 

Inflation, meanwhile, would 
niimh from 6 per cent last year to 
6.1 or 6.4 $35) per cent this year and 


to 6.6 or 73 per cent ($35) next year. 
Both next year’s estimates are a far 
cry from the government's inflation 
objective of 5 per cent, which 
assumes a S25 per barrel oil price. 

But there was, as the Americans 
say, “an awful lot of air” in the 
numbers which the government 
pulled out of its hat when presort- 
ing the 1891 budget last month. So 
loose has been the control of spend- 
ing on health and pensions that 
government forecasting of budget 
deficits in Italy is more akin to the 
art of the water diviner. The past 
three years have been marked by 
supplemmitary budgets to bring the 
fiscal process back on course, but 
even then these foiled to achieve 
the original deficit targets. 

As prime minister Mr Giulio And- 
reotti, and Mr Guido Carii, the trea- 
sury minister, have been repeatedly 
stressing, the political and eco- 
nomic arguments for capping Italy’s 
sp iralling debt are unanswerable. 

The deterioration 1986 has 
been severe, maintaining Italian 
Interest rates well above European 
averages, crowding out the private 
sector in the process, and ulti- 
mately thraatanmg Kalian partici- 


pation in the move towards eco- 
nomic and monetary union. 

In the past four years, the volume 
of outstanding debt has soared from 
L768,091bn or 854 per cent of GDP, 
to an estimated Ll^90,000bn or 
99.47bn of GDP this year. Despite 
repeated efforts - according to 
some experts not as skilfully 
directed as they might have been - 
the authorities have foiled to extend 
the average maturity of the debt 

Deterioration since 
1986 has been severe 


which now stands at around two 
and a half years. 

Quite deliberately, and with char- 
acteristic Italian masochism, the 
B ank of Italy and the Treasury have 
reduced the room for economic 
manoeuvre by putting - the lira into 
the narrow 225 per cent margin of 
fluctuation band of the EC’s 
Exchange Rate Mechanis m at ^ 
start of the year. 

Given that interest rates are the 
only tool available both for debt 
funding manag in g the lira it is 


not diffic ult to foresee potential pol- 
icy conflicts. For example, weak- 
ness In the lira Induced by rising cat 
prices possibly requiring higher 
interest rates, which in turn push 
up the cost of defat servicing when 
it has already reached around 90 
per cent of *hia year’s total prot- 
ected deficit of around LUO.GQObn. 

Alternatively, moves to raise- 
domestic interest rates to guarantee 
funding could serve to strengthen 
the lira excessively and to compli- 
cate management of the e x c han ge 
rate within the ERftTs margins. 

The government’s medium term 
economic plan aims to begin, reduc- 
ing the volume Of outstanding debt 
as a percentage of GDP from 1993. 
To this end, next year’s budget is of 
primary importance because it aims 
for the first time in well over a 
decade to produce a surplus - of 
LSAOObn - on current spending net 
of Interest payments. Ministers 
hope that this prospect will reas- 
sure the markets to the extent that 
interest rates, and therefore interest 
costs, will fan during the course of 
next year. 

But one cannot escape the feeling 
that too much is being a tte mpted 


“on a wing aod a prayer" .A feeling 
apparently shared . by - Mk Carlo 
Azeglio Clampi. governor of the 
Bank of Italy, who. recently told a 
parliamentary committee that it 
was virtually impossible to know 
whether some of the government’s 
proposals wo uld a ctually yield the 
amounts indicated. . 

The trend budget deficit foe USl, 
says the government. Is around 
L180,000bn, and It Is postulating 
spending cuts of LKMWQon, extra 
revenues of L194Q0tm. the sale -of 
L5400bn of state assets and > 
L3400bn saving on interest cost a. ,/ 

However, some spmdin g ortaW 
merely postponements w utstmzse- 
ments and projected revenue 
increases are partly baaed Oncnti- 
mistic outcomes for a further 
clampdown on evasion and an 
optional facility for companies to 
revalue t he ir assets. 

Interest savings, meanwhile, axe 
very much hostage to developments 

in internat ional Interest rates 

which, in turn will be determined 
by the Gulf crisis and policies in 
Japan, Germany and the US. Some 
economists doubt that the govern- 
ment will save more th a n half of 
the L48,000bn it is seeking. 

Italy cannot afford to miss its 
budget targets for 199L But uncer- 
tainty in the international economy 
and doubts as to whether it is seri- 
ously addressing the underlying 
causes of its budgetary imbalances 
suggest that tougher additional 
measures win be needed next year. 


THE DAYS are long gone 
when, as legend has it, the 
wool textile manufacturers of 
Biella used to stamp “Made in 
England” on their cloth in 
order to win business abroad. 

“As all good students, let’s 
say that we’ve at least equalled 
our teachers," says Mr Reno 
Roj, the chairman of the Biella 
Industrial Union, which repre- 
sents the region's 5,000 focal 
companies, two thirds of which 
are in textiles or textile-related 
businesses. 

Many of his colleagues in the 
region - which accounts for 
over a third of Italy’s woollen 
textiles production and is the 
country's undisputed centre 
for topquality mens' woollens 
- would go much further. 

For the region’s manufactur- 
ers have reached the stage 
where “Made in Biella” carries 
as much, if not greater, weight 
than the ance-femous names of 
the Bradford, Huddersfield and 
other mills they so wanted to 
emulate. 

Today, the Biella region 
accounts for 70 per cent of 
Italy’s production of combed 
wool textiles, 45 per cent of its 
worsted spindles, 20 per cent of 
its woollen spindles and 22 per 
cent of the looms. 

More materially, that trans- 


TEXTILES: BIELLA 


Region acquires renown abroad 


fetes into an unemployment 
rate oT just 3 per cent, and the 
highest female employment fig- 
ure in all Italy. The area has 
the country’s sixth highest per 
capita income. 

Biella’s prominence has 
stemmed from a mixt ure of 
luck, enterprise and tradition. 
Its climate and location at the 
north-western edge of the 
country beside the Alps, have 
provided the right mix of 
h umidity , air and plenti- 
ful water to establish a role in 
textiles which some date back 
to Roman timaa. 

But B Stella's industrial ascen- 
dancy stems from more than 
just canny entrepreneurs. 
Rather than aiming for vertical 
integration, the local textile 
industry adopted a specialised 
approach which remains its 
hallmark today. 

Instead of being a source of 
weakness, specialisation has 
contributed to the region’s rep- 
utation far fine goods as snail 
family firms have devoted’ 


themselves to developing then- 
expertise in specific stages of 
the production process. 

"Biella has been able to offer 
something extra in every phase 
of textiles making,” says Mr 
Enzo Vizzari, the director of 
the Industrial Union. 

Luck has also played a part 
In BteHa’s rise to prominence. 
Although it is Italy's focal 
point for top-quality woollens, 
it is one of three centres in the 
country, with Prato and 
Vicenza, for the wool textiles. 

The fact that Biellese manu- 
facturers opted for combing 
rather than carding - the 
method of production used in 
Prato - worked to their advan- 
tage. 

For while carding produces a 
heavier weight doth, combing 
is the only way to main* the 
lightweight woollen fabrics 
which have become increas- 
ingly important to designers 
arid manufacturers around the 
world. 

The nhnngff in ftmhinn* hflK 


put the onus on Biella’s yam 
makers to produce ever thin- 
ner threads capable of creating 
the new lightweight woollens. 
Moreover, yam makers have 
also been obliged to come up 
with a wide variety of mix- 
tures, such as wool and silk 
and wool and cashmere, in 
order to meet the market's 
demand for Increasingly 
sophisticated doths. 

Fierce competition between 
the region’s companies has 
undoubtedly been a key ele- 
ment in keeping it at the fore- 
front of the textiles industry. 
For despite a brief shift 
towards vertical integration in 
the 1960s, specialisation, based 
on the tradition at smaD-tome- 
dium-sized family companies, 
remans characteristic. 

Bellia, the biggest of the 
focal textiles groups, employs 
only 800 staff It is followed by 
Zegna and Botto, with around 
550 employees each. Thereafter 
come 13 companies with 
between 250 and 500 employ- 



More freight transported 
by roil: a European 
priority. 

year, in Italy, 67 million tons of freight were transported by roil, but this 
#SrjSfc^^onIy represente a small portion of the Nation's overall freight traffic. It is therefore 
i&SPD a priority of the Italian Railways to increase the vofume of freight rail transport. 
This entails the upgrading of the alpine passes to remove bottlenecks, new specialized 
freight cars, the construction of multi-modal inland ports and more incentives for combined 
traffic. A demanding programme in the interest of a more ecological form of transport, to 
help relieve and make road travel safer. To promote trade between EEC members 
and help bolster the economy of the Notion, coming closer to Europe. 


ees, and 50 -odd firms with 

100-250. 

After that, the average size 
drops sharply. The vast major- 
ity of Bielte’s textiles firms are 
much smaller concents, often 
employing 10-15 people. And 
none of its groups, irrespective 
of their size, is publicly-quoted. 

The weavers and yam mak- 
ers which dominated the 
region have given birth to a 
variety of other, textile-related 


Textiles machinery is the 
most prominent, with the 
region housing a number of 
the country's top names. Other 
firms, like Mr Refs own Roj 
Efecfrotex, make the sophisti- 
cated electronic control pro- 
cesses that make the nmrhiiwfl 
work. 

Despite its thriving entrepre- 
neurial spirit and obvious 
wealth, Biella has some prob- 
lems. Most prominent at pres- 
ent are the those confronting 
many yam producers which 
are facing a finanHai squeeze 


as a result of the wtiiapa* in 
raw wool prices. 

Despite having bought 
dearly in previous seasons, the 
yarn makers have been obliged 
to cut their prices to levels 
bated on the current depressed 
rates for raw wooL That has 
created a painful ptocer move- 
ment that fed one firm to close 
last year. 

"It is only a one-off process, 
and yarn-makers make will- 
make windfall profits again if 
raw wool prices move up 
again” says Mr Gfoigio Frig- 
Tiawi chairman of the Vercelli 
Chamber of Commerce and a 
well-known y am producer. 

Biella’s other problems are 
all longer term. Although 
Turin Polytechnic - one of 
Italy's leading centres for sci- 
ence and engineering — ha« 
now set up a textiles branch at 
the Citta degh Studi, most of 
Biella’s youngsters still have to 
leave the area for their tertiary 
education, creating the danger 
of a growi ng skills shortage. 

Whatever the short-term dif- 
ficulties now being felt by the 
yarn makers, persuading the 
youngsters to stay on may be 
one of the region’s biggest 
challenges in the longer term. 

Haig Sbnonian 


The mood darkens 


e*£-.\ •. • V”. : ' 

-V'-'f 


' 


r 5 

< VvV.* 





AdoMo Boltaglla 

Continued from Page l 
The survival kit contains lash- 
ings of Hah" for pV»«»dng the 
Christian Democrats’, principal 
partner, Mr Bettino Craxi and 
his Socialists, and sustaining 
the Andreotti faction. 

The result is a focus entirely 
on tiie short term which stakes 
up private sector wage 
demands by delivering wage 
increases for public employees 
around 4) per emit above those 
decreed by the government’s 
public spending strategy, 
appointments to public compa- 
nies and famkg aiming more at 


political subordination that 
managerial professionalism, 
and, above all, the avufetenoe of 
conflict with powerful social 
groups such as the trade 

nnimut. 

While one does not have to 
accept all of the case which 
Confindustria makes about a 
serious underlying decline in 
industrial competitiveness, the 
gov ernm ent ™i bandy feit an 
ear to the problem. When Con- 
findustria earlier this year 
rather dumaQy tried to force a 
confrontation with the unions 
which would do away with the 
scuta mobile sys tem of wage 
indexation, there was no sup- 
port and very Bttie understand- 
ing from the gov e r n ment 

It intervened instead to 
shelve the issue until next 
summer and H will certainly 
not be addressed then if there 
is an election in June. If Con- 
flndustria’s expectations of 
industrial crisis are fulfilled, 
th en there will be a grudging 
political response on this and 
-possibly broader issues of 
industrial organisation and 
ownership, ff not, then it win 
he politics as usual in Habr. 
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Developments in the Soviet Union and Central Europe w3l provide the focus 
of this high-level Financial Times conference. 
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The Uno, the best selling 
small car in Europe. 

The Tipo, Car of the Year 
1989. 

And now, the Tempra, 
Fiats latest and greatest 
delivery. A sleek executive 
saloon, that looks set to 
rise above its rivals. 

With a choice of engines 
up to a twin cam, fuel 
injected 1.8. And an 
amazingly aerodynamic 

body. (Cd 0.28). 

In fact, wind offers the 
Tempra less resistance than 
any other car in its class, 
including the Cavalier and 
Sierra. 

Resistance to the elements 
is also in the new Fiats 
favour. Every inch of its 
exterior metal is galvanised 
against corrosion. Whilst 
the interior allows you to 
sit in the lap of luxury. With 
fingertip controls, plush 
upholstery and hush. 

Not forgetting class lead- 
ing interior width, giving you 
more room to spread out. 

You’ll find that the 
Tempra, like all new Rats, 
comes with 1 year’s free 
AA assurance membership, 
6 years’ anti-perforation 

a 

\ warranty, and our 3 year 
I paintwork warranty. 

\ Which all goes to show 

I that when.it comes down 

a 

* 

| to it the new Rat Tempra, 
| which is priced from £8,970* 

z 

| is way above the competition. 

§ For more Information dial 
| 

I 100 and ask for Freefone 
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IF ITALY were anything other than 
a country with proven powers of 
recovery, a cool hard look at the 
facts would suggest that its indus- 
trial sector was set to straggle in 
the 1990s because of danliiiing com- 
pettttvtty. 

On almost every front, it could be 
argued that the factors which have 
enabled the country to export its 
way out of troubles induced by ris- 
ing oil prices in the past are either 
no longer adequate or are Cast dis- 
appearing. 

At the same time, the structural 
weaknesses in the balance of pay- 
ments, built on large permanent 
deficits on the energy food and 
chemicals balances, have not been 
remedied. On the most pessimistic 
scenario, the result in the future 
could be worsening balance of pay- 
ments and some shrinkage of the 
industrial base. 

In the next few years, industrial 
companies will not have the facility 
they had In the late 1970s to cover 
their cost increases by frequent 
devaluations. This luxury began to 
fade from 1979 when the lira 
became part of the European Com- 
munity’s Exchange Rate Mecha- 
nism, albeit with a 6 per cent mar- 
gin of fluctuation. This provided the 
disciplinary framework which 
Induced labour shedding and the 
application of new technologies 


John Wyles looks at Italy’s key challenges. Below, industrial leaders give their views 

Is Italy becoming less competitive? 


which in turn restored competitive 
strength in world markets. 

During most of the 1980s incre- 
mental productivity gains were suf- 
ficient to compensate for relative 
cost disadvantages which derived 
both from a strength ening of the 

There is little further 
scope for productivity 
gains from manpower 
reductions 


Ura in real terms against both the 
US dollar and the German mark 
and «i«i from hi gher increases in 
the cost of labour and other inputs, 
amounting to about 3 per emit a 
year more than Italy’s main Euro- 


All industrialists are now agreed 
that there is little further scop e for 
productivity gains from manpower 
reductions. “Unlike at the end of 
the 1970s we don’t have the same 


capacity to regain productivity 

throu gh reorganisation of the facto- 
ries and better labour practices," 
said Mr Carlo de Benedetti, the 
president of OHvettL 

However, according to Mr Stefano 
Mlcossi, head of research at Confin- 
dustria, the industrialists organisa- 
tion, the costs ritf fe rgnHfli remains 
and is being exacerbated by the 
exchange rate. In the past year, the 
lira has appreciated by 12 per cent 
In real tenas against the «™n«r mri 
by 20 per cent against the yen. 

With the lira’s entry into the nar- 
row 235 per cent band of the 
Exchange Rate ami the 

European Community setting down 
the path to ffapfl exchange rates. 
Italian export e rs can expect little or 
no relief from currency changes. 
Nor, says Mr Mlcossi, will incre- 
mental improvements In the appli- 
cation of new technologies be suffi- 
cient to compensate for the 3 per 
cent differential on costs with 
Italy’s main trading partners. 

In the wiAawtiTfiw , riftnWning COm- 


petitLvity Is manifesting itself in 
many ways. Many textile companies 
are maintaining their export mar- 
kets at a loss, and this win surely 
bear on 1990 profits, and Canfindus- 
tria surveys are revealing similarly 
painful irftmHflnB in other sectors. 

“It is not imaginable that we can 
c ontinue like this, " says Mr Mlcossi. 
His analysis of trade patterns is 
showing a consistent decline of 
market share in Germany - Italy’s 
mam trading partner — while last 
year’s relatively rosy export figures 
based on a 10 per cent growth in 
supplies of goods and services was 
due more to N ghw* demand from 
outside Europe for traditional Ital- 
ian products such as leather goods 
and jewellery. 

According to Confindustria, the 
competitmiy squeeze is now show- 
ing up on the trade balance in two 
ways. One Is a significant increase 
in imports of ramC finiBhpri products 
which reflects a growing trend 
among small and medium-sized pro- 
ducers to base their manufacturing 


offshore. 

This is oat so much a matter of 
them maVJng direct investments 
overseas but of buying product horn 
low cost centres, increasingly in 
eastern Europe and Ada. 

Clothes are now being made for 
Italian producers In Hungary and 
Yugoslavia and jewellery in Bong 
Kong. Domestic shoe production 
has been steadily falling while 
exports have increased - because 

Of offshore marniftM-tnrlwg . 

If it continues, the effect will be 
to systematically reduce t y 

trial base,” Mr Mlcossi says. He 
believes that January-June LS,000bn 
improvement in the trade deficit 
compared to the same period last 
year is and due exclu- 

sively to an improvement in the 
terms of trade. 

Measured in volumes, imports 
grew at a faster rate than exports - 
5.9 per cent against &6 per cent - 
especially in ferrous metals, Chemi- 
cals, energy products, engineering 
products and transport and textiles 


equipment 

Confronted with what may be a 
structural problem, what is the gov- 
ernment flntwg ? 

According to Confindustria, very 
Attic apart from making the situa- 
tion worse. It is awarding exortd- 

The only consolation 
for exporting is that 
the future looked as 
black ten years ago 


taut pay rises to its own employees 
- dose to 30 per cent over three 
years - which stimulate equivalent 
expectations in the private sector, 
producing annual budgets which 
are incapable of reaching their tar- 
getted deficits and, therefore, of 
reducing interest rates, and it has 
loaded industry with an extra 
L30,Q00bn of social security obliga- 
tions over the past three years. 

In the meantime, there has been 


no improvement in the 

Quality of tetocomunuxicattons and 
transport services which industry 
claims impoM real cost penalties on 

the export effort 

Confindustria received no signifi- 
cant political support when it 
sought earlier this year to push the 
nwtaw* towards aba n d on i n g the 
scata mobOe wage inde x atio n ays- 
ter n which covers against around 48 
per cent of Inflation* - 

The present government solved 
the problem by walking away town 

It encouraging hoth^ldee of ini us- 

try to sit (town to address the future 
of indexation In June of next year. 

The only caveat against excessiv e 
pflHsimtam about the future of Kal- 
ilm exporting is that the future 
looked just as black ten years ago. 

Granted that tils scope fte pro- 
ductivity growth through man* 
power reductions to now a great 
Seal less, the facility which Italian 
industry has displayed in the 1980s 
for quickly applying new technol- 
ogy and producing higher value 
added products for traditional mar- 
feats has not vanished. 

F lexi bility and entrepreneur!* 
aHwm still reigns in the private sec- 
tor. But it does need the help of a 
great deal more efficient and effec- 
tive g o vernment than is currently 
on offer, at really foreseeable for 
the future. 


Sales increase I High cost to strong lire Pressure intensifies 


WHILE ITALIAN exporters of 
conventional machine-tools 
have been faced with tWiining 
competitivity, the same can 
not be said for the more sophis- 
ticated area of the sector, that 
of production systems. 

“The Italian firms that 
belong to the latter group are 
instead likely to soon be third 
in the world after Japan and 
Germany,” says Mr Gian Carlo 
Mandrill, president Of the Man. 

deDi Group of Piacenza, one of 
Italy's leading robotics firms 
with total sales of LIGO-Sbn (up 
from L142bn in 1988) of which 
exports represent roughly 50 
per cent 


There has been no decline in 
the group's compet i tiv i ty on 
foreign markets over the past 
year. Thanks to the company’s 
high-level of investment in 
research and development, 
says Mr Mandrill, its products 
are sophisticated enough that 
sales to high-technology coun- 
tries such as Germany have 
actually increased. 

Rising labour costs are a 
problem for many Italian com- 
panies but Mandelli has an 
advantage over many at them. 
“ Given that our systems of 
flexible automation for the 
most part have been developed 
to contain manpower costs, 
and that we ourselves use our 
own products, we axe leu 
affected by certain problems 
tied to the cost of labour," says 
Mr Mwndpffl- 

However, the company has 
had to face pressure from other 
costs and has been successfully 
able to avoid raising prices 
only by significant structural 
re-organisation. “Compatibly 
with the changes in the world 


inflation rate, our prices have 
thus remained substantially 
unaltered,” he pdris 

According to Mr Mandelli 
higher prices of raw materials 
and imported semi-finished 
products have had little impact 
on the company. The same 
goes for the exchange rate, 
which has affected the com- 
pany only in the dollar area. 
One particular problem is that 
of labour costs regarding 
white-collar workers and 
researchers, according to Mr 
Mandelli 54-year old chief 

“to our sector, in fact, man- 
power la Hi ghly qualified with 
sizeable gaps between supply 
and demand. But, I repeat, 
these are all factors that have 
been easily absorbed and 
which have In now way 
touched our competitive posi- 
tion’’. 

Mflnrtaffl increasingly views 
its clients, domestic and for- 
eign, as part of a single mar- 
ket It is therefore difficult, if 
not impossible, to specify in 
which foreign markets we have 
felt the most c o m p et it ive pres- 
sures," he says. 

For the Mandelli group, the 
outlook ie definately rosy. 
“Thanks to our policy of con- 
centration and synergies 
among our companies, some of 
which have been newly 
acquired, we are confident that 
we will be jwwwmng our share 
of the world market" 

However, a more dynamic 
Industrial policy by the Italian 
government would be appreci- 
ated, particularly with regard 
to support systems and incen- 
tives that are currently non-ex- : 
latent or not easily accessible. 
If the business support systems 
that are available in other 
countries of the EC were to be 
introduced, Italian firms would 
find it much easier to pene- 
trate world markets. 

Sari Gltbart 


THE OVERALL trade balance 
of the first eight months of 
1990 shows that Italy is run- 
ning a BTnflllwr rtoflrit than that 
registered in the same period 
of last year. In other words, 
says Mr Angelo Fomasari, Oli- 
vetti group vice-president to 
administration and finance, 
despite the unfavourable 
exchange rate, Italian exports 
as a whole have g ro w n faster 
than imports, probably largely 
because of a slow-down in 
domestic aawiawrf and the con- 
sequent necessity to use pro- 
ductive capacity for export 

However, he points out, the 
situation is different in the 
field of electronic information 
systems. Sinw> their products 
are geared p rimarily to highly- 
industrialised countries, 
export s in this sector, and thus 
Olivetti exports, are particu- 
larly sensitive to exchange rate 
fluctuations. 

This has been particularly 
true over the past eight 
mouths, during which the lira, 
has been revalued by 11 per 
cent against the US dollar and 
by IS per cent against the Japa- 
nese yen. . . 

Inflation , he Says is m ghgr in 

Italy than in most other indus- 
trialised countries. This manna 
Italian exporters must bear 
higher local costs and 
exchange rate effects which, 
rather than neutralise the dif- 
ferences between inflation 
rates, move in the same direc- 
tion. 

These tfiiH'nal farfnra have 
doubtless represe n ted negative 
elements in the competitive 
position at Olivetti, which last 
year registered total sales of 
9 JBlbn axe (up from 8*407bn in 
1988) and saw exports account 
for 63 par cent af total revenue. 

On the other hand because 
of its efforts in Increasing 
research and efficiency, and in 
lowering costs, the company 
has been whig to m aintain a 
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SNAMPROGETTI, the international engi- 
neer^ axitractorarenedro^ 
ny of the EM Group, rs wjrtmgwwWwkJe 
on the development, design and construc- 
tion of industrial facilities and associated 
infrastructure which include pipelines and 
plants for offshore processing, refining, 
gas treatment, fertjlzers, cbermais, met- 
allurgical processing and waste treat- 
ment 


SNAMPROGETTI 

WHERE 
CREATIVE 
TECHNOLOGY 
ADDRESSES 
THE FUTURE 


With a backgound of more than thirty 
years of professional experience, 
SNAMPROGETTI is able to offer Its eftents 
highly qualified services and support cov- 
ering a range fro 01 BXlvkiuai packages of 
int e gra t ed services up to complete turn- 

tejT projects. 

The scope of these services tor most pro- 
jects includes: technical aid economic 
feashfflty studies, conceptual des&n, pro- 
ject financing arrangements, commercial 
and technical management basic and de- 
tailed engineering, dsk analysis, procure- 
ment, quality assurance, construction, 
trainkigofslafledwartcersarKlplantopera- 
tors, [tent start-up and operations, prod- 
uct marketing assistance. 
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gSnamprogetti 

Ready for any challenge 
fenpnSBU-EHtap 
San Donato Mflawse - toty 
London. Genera. New Ytrt, Moscow, Cancas. 
DefcBftpnf, ffiya*. Lags. 


“good commercial perfor- 
mance” abroad. 

Cost inflation in Italy has 
caused some exporters to raise 
prices. But “where Highly com- 
petitive products are involved, 
the pressure of costs cannot be 
passed on to tbe prices of 
highly competitive products.” 

This is even more true given 
the fact that countries like the 
US and Japan, who are benefit- 
ing from the favourable 
exchange rate ratios, can crane 
on to tbe European market 
with very competitive price- 
tags. Tbe greatest comoetitive 
pressure to Olivetti has come, 
in fact, from the US and other 


Olivetti 


highly dollar-sensitive coun- 
tries, says Mr Fomasari. This 
is a result of both the devalua- 
tion of the dollar and the sig- 
nificant decline in US domestic 
demand. 

To meet this competition, 
Olivetti most afferincreasinsdy 
competitive electronic systems 
and computers and, at the 
same time, continue its 
attempts to reduce internal 
costs through increased effi- 
ciency. Like many other Italian 
companies, Olivetti views the 


Recent statistics indicate 
that 1990 will not be a good 
year either. According to fig- 
ures compiled by the Federa- 
tion of Italian Hoteliers 
(FAIAT), b etw een January and 
August the occupancy of 
Italy's 38,000 hotels increased 
by only ijb per cent compared 
to the same period of tbe previ- 
ous year. 

■ Far many tourism operators 
in Italy the world soccer Cham- 


high cost of labour, and Its 
herty and periodic increases, as 
a particularly heavy burden. 

One of the major contribut- 
ing factors to this cost Is the 
high level of obligatory social 
security payments, which 
amount to about 50 per cent of 
the total pay packet. Tt »1 kwM 
bIm be said,” adds Mr Fama- 
sari, “that the Italian system’, 
that is, the country's service’ 
network, has not yet reached 
tbe desire d levels of efficiency, 
a factor which inevitably 

fflUBw wpg Biiw gffafftn rm com- 
pany costs. 

“The company's competitive 
position could be improved by 
greater sensitivity on the part 
of Italy’s political parties and 
unions. The modernisation of 
the public adwilnliriTBHriw . ray* 

Mr Fomasari, would be 
extremely beneficial. 

In addition, all of Italian 
industry would benefit from a 
less rigid concept of labour use 
and a wage policy sensitive to 
exporters’ needs. However, Oli- 
vetti is confident that Its 
increasing commitment to 
research and its attempts to 
improve internal efficiency — 
including through personnel 
reductions - will unable it in 
coming years to increase its 
market shares in Italy and in 
the major countries of Europe. 

SarlGHtMil 


TOURISM 


OFFICIALS AT the Fiat 
Mlrafiorl automobile plant to 
Turin are convinced that the 
co mpetiti ve position of Utahan 
exporters is being penalised by 
the mmMtmri action of infla- 
tion and the currency 
exchange rate. 

After all, says Mr Gian Pardo 
Massa, head of Flat Auto’s 
■ ii r aiag i p wmi wHnaMnw depart- 
ment, when it comes to infla- 
tion there is a structural difto 
enttal of three to four points 
with respect to west Germany 
and of one to two paints with 
respect to Ok European Com- 
munity average. 

At the same time the Bra is 
fl™iy anchored to tta Ga mma 
mark and therefore the 
CTphange rate does not com- 
pensate for *ha inflating differ- 
ential. 

Because of this, during the 
course of 1990, Flat’s competi- 
tive position continued to 
worsen. “Domestic costs have 
been growing at a greater 
speed than those of our com- 
petitors,” says Mr m«™ Fiat 
Auto, which last year regis- 
tered total sales of 22j888bn lira 
(over L20,283bn to 1989), is try- 
ing to further im p rov e its peti- 
tion in Europe. 

“But there Is nd doubt that 
on the marketing front there 
has been a general intensifica- 
tion of competitive pressure 
through a price war tint is still 
in progress.” For this reason. 


the company, which sells 40 
per cent ctf its cars abroad, has 
been unwilling to pass its 
higher costs on to the con- 
sumer. 

"An outrand-out transfer of 
the added costs would have led 
us, in Italy and abroad, to lose 
competitivity vtoa-via our com- 
petitors, who are subject to 
less cost pressure," Mr Massa 
adds. 

Flat attributes the worsening 
state of its co mp e titiv e position 
primarily to domestic factors, 
m particular to the high labour 
costs and to the hefty social 
security contributions that the 
state collects from business 


enterprises. 

On the external side, the 
exchange rate. to uartkst 
lar the over valuation of the 
Bra, continues to have a nega- 
tive effect. And there is con- 
cern that tbe rise to price Of far 
oil and oil derivatives could 
have as yet n ggnsuttflwfl con- 
sequences for the sensitive 
automobile sector. 

Today, all European car 
makers consider the European 
market as a single domestic 
market, says Mr Massa, and 
consequently are stepping up 


sales efforts to an ever-increas- 
tog range. 1 

The result is that all Euro- 
pean markets are under 
extreme pressure and it is 
increasingly difficult to 
achieve or maintain a position 
of dear supremacy, such as 
that which most car makers 
g wn hnM to theta home coun- 
tries. 

Wfaat factors could hole to 
improve Flat’s competitive 
position during the next 12 
months? Flat would be happy 
to see a devaluation of the Bra. 
which would recover at least a 
part of the losses of the past 
two years and thus improve 
file po siti on of Italian export- 
ers. 

But the giant car maker, 
whose principle objective is 
that of improving its position 
an foreign markets, would also 
like to see an alignment of the 
itaHfln system of price forma, 
tion with the rest of the EC. 

The company, which 
recently put thousands of 
workers on temporary short- 
time to reduce Its stocks, is 
trying to cope with the situa- 
tion fay Improving internal effi- 
ciency > U productivity. 

But, says Mr Massa, “it is 
primarily cost pressures on the 
labour front which constitute a 
further push towards the loss 
of competitivity”. 

• Sari Gilbert 


Export 

IS ITALY about to lose its 
number-one standing as the 
world’s most popular travel 
destination? After a near-dlsas- 
troos 1989 and a highly disap- 
pointing summer, this is 
becoming a serious concern, 
not just for tourist operators 

but for economic planner s l on g 

accustomed to relying on the 
sector as an important export 
earner and tbe principle invisi- 
bles item to the balance of pay- 
ments. 

An ongoing decline in the 
tourism account’s net “sur- 
plus" - the di ffere nce b etween 
foreign currency earnings from 
tourism in Italy and foreign 
exchange expenditures by Ital- 
ians for travel abroad - could 
create balance of payments dif- 
ficulties. 

Over the past five years tbat 
surplus has declined drasti- 
cally, from over lJyJOObn lire in 

Recent statistics 
indicate 1990 will 
not be a good year 


1986 to 7,151bn in 1989. The rea- 
sons? An increasing number of 
Italians have been travelling 
abroad, and spending more 
when they do so. Competition 
from other Mediterranean 
countries has been irw-wraaing. 
And, observers agree, the gov- 
ernment has felled re p eatedly 
to coma up with either a genu- 
ine strategy for expansion or 
an effective system of market- 
ing. 

According to Mr Francesco 
CohuiGi, president of Confcom- 
mercio confederation: “The 
rationalisation and modernisa- 
tion of tta n ut i ffnai tourism 
system requires a drastic turn- 
about to the governmentis atti- 
tude". 

Total revenues of the itatian 
tourism Industry amount to 
some L80,00 Qbn a year, the 

GDPHft?tfae past tEree years 
have seen a sharp drop in fob 


earner suffers iMMsa 


plonshtp s repre sen ted a partlo- 
ulariy sharp disappointment, 
hotel bookings to that period 
increased by only 0.1 per cent 

figures for the zest of tbe 
summer only added to the 
gloom. In July and August the 
number of foreign visitors 
dropped sharply, respectively 
by 7.8 and 143 per cent West 
Germans (the biggest single 
group of Italy-Iovers), Belgians 
and Britons were the principal 
defectors. 

But Americans, Canadians 
and Japanese were the only 
groups increasing in number. 

The general consensus Is 
that foreign tourists stayed 
away from Italy during the 
world cup tournament because 
of fears of overcrow di ng, duos 
and possible hooliganism. 

But why the severe drop In 
July and August? High prices 
have served as a deterr e nt for 
many, drawn instead to the 
cheaper accommodation, food 

Spain^ar^^oTtx^^^eece^ 
Yugoslavia and, increasingly, 


trend. Tbe portion of the popu- 
latian travelling abroad grew 
by ft per cent between 1981 
and 1986 and is increasing by 
over 10 per cent a year. 

All tins has meant a growing 
cash outflow. In 1989 Italians 
spent L9,291bn abroad, com- 
pared to L4£38bn in 1988. 

Sari Gilbert 

81 Pehn's, Rome: tourist reve- 
nues have dropped sharply 
over the past three years 
while Kalians srs spending 
more money travelling abroad 




ENGINEERING AND CONSTRUCTION 
OF PLANTS WORLDWIDE 


And the service in many lux- 
ury hotels is often out of sync 
with prices; about $300 a night 
for a single room. 

Although labour agitation to 
the transport sector has eased i 
considerably in the past year 
or so, many veteran travellers f 
remain wary of strikes. j 

Museum hours rarely seem 
in tune with tourist schedules. 
Restaurants are expensive. 
And pollution has increased 
greatly in the country’s main 
cities. A recent survey of 18 
cities by the British Tourist 
Authority concluded that a 
holiday in Rome was more 
expensive than in any other 
European capital except for 


■ Chemicals 

■ Fertilizers 

■ Petrochemicals 

■ Fibers 

■ Pharmaceuticals 


Italy's 38,000 hoteliers say 
government inaction is a major 
cause of the highly-frag- 
mented, still largely famfly-rtm 
industry's hwWmT to compete 
On terms of services and price) 
with rivals in the “emerging" 
Mediterranean countries; they 
cite controlled prices, high 
labour costs, the heavy val- i 
ue-added tax system, tight; 
credit and insufficient incen- 
tives for constructiou as Impor- 
tant g ftW - rnmgni firiling w. 

Another problem Is that 
once stay-at-home Italians 
have become increasingly 
eager to travel abroad and the 
Italian outbound market today 
is considered one of the fastest 
growing in Europe. 

The strong lira and a weak 
dollar has intensified the 


■ Agro4niinstry 

■ Food Industry 

■ Industrial F ermen tations 

■ Infrastructures 

• Environmental Kngjnra rlng 
and Effluents Treatment 

■ Energy 
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GENOA, MAY 15TH - AUGUST 15TH, 1992 

SPECIALIZED 
INTERNATIONAL 
EXHIBITION 
“CHRISTOPHER COLUMBUS: 
SHIPS AND THE SEA" 



Christopher Columbus, a Genoese, discovered 
the New World in 1492. At the time it repre- 
sented a profound expansion of human know- 
ledge. Made possible by a combination of iron 
will-power and thinking years ahead of its 
time. Five hundred years later, in 1992, to 
mark the fifth centenary of his triumph, a Spe- 
cialized International Exhibition is to be moun- 
ted. Entitled “Christopher Columbus-. Ships 
and the Sea”. And, appropriately enough, it is 
to be held in Genoa. As the great maritime 
civilizations meet to celebrate and illustrate the 
story of seafaring. And to look forward to the 
future. Exploring the latest ideas, projects and 
technology. Among the participating countries 
is Great Britain. A nation so rich in marine 
tradition and culture could not possibly afford 
to miss out. The site for the exhibition will be 
Genoa's Old Harbour. A recreation of the uni- 
que structures of the ancient port. Designed by 
architect Renzo Piano and developed by the Iri 
Group Company Italimpianti the project will 
rebuild the “heart" of the town. Bringing Ge- 
noa closer to the roots of its ancient civilisa- 
tion. In addition the whole complex will serve, 
after the exhibition, as an important multifun- 
ction centre for the town. 1992, therefore, is 
an important date for all the seafaring nations 
of the world. One they cannot afford to miss. 
As they meet on the threshold of the next mil- 
lennium to forge a new bond between man 




IMBROFIHE SEA MEET IN GENOA 
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ITALIAN INDUSTRY 6 


Italy trails behind the rest of Europe in the privatisation process 


PROFILE: FINMECCANICA 


The flame flickers dimly Simple structure dominates 


DESPITE THE potential 
revenues which could malm a 
helpful contribution to cutting 
Italy’s mountain of public debt, 
despite growing pressures from 
the European Commission to 
curb current levels of indus- 
trial subsidies and despite the 
inadequacy of so many public 
services, the flame of privatisa- 
tion flickers even more dimly- 
in Italy than it did just two 
years ago. 

The reasons are more varied 
than is often supposed, but the 
most important ones derive 
from the reluctance of the Ital- 
ian political class to surrender 
significant controls over sec- 

Informai barriers 
can be erected 
through the public 
administration 


tors which accounts for some- 
thing like a third of economic 
activity in Italy. More pre- 
cisely, the public holding com- 
panies. whose political master 
is the Ministry of State Share- 
holdings, are vital adjuncts to 
the powers of political parties. 

They are sources of finance, 
services and employment for 
the dominant regime of Chris- 
tian Democrats. Socialists, 
Republicans, Social Democrats 
and Liberals who have popu- 
lated Italian governments for 
the past 40 years. 

The public sector credit 
institutions, which control 
more than 60 per cent of all 
deposits, provide money for 
politically inspired public 
works of dubious or non-exis- 
tent economic value. They 
fond private sector projects 
carrying a suitable political 
sponsorship and they provide 
money for a variety of party 
activities, including the 
extraordinary number of con- 
ferences which erupt in Italy 
on most days of the week. 

The banks will also, it 
seems, reward friends and pun- 
ish enemies. Or so Mr Raul 
Ganfini, the president of Fer- 
ruzzi, is letting it be known. He 
claims recent decision to sever 
all business Hniw with Banca 
Commerthale Italians, hitherto 
regarded as one of the institu- 
tions Iks in thrall to the politi- 
cians, was prompted by the 
conclusion that BCI was taking 


sides against him in his battle 
with ENI, the state holding 
company, for control of their 
chemicals joint venture, Enl- 
mont. 

Italy Is not the only country 
in Europe where the parties, 
through their placemen, reach 
deep down into the economy. 
But there may be no other 
country where the phenome- 
non Is so widespread and so 
frequently a threat to the pub- 
lic interest. Although some 
party nominees to senior man- 
agement positions in the public 
sector are professional and 
honest, they are allowed to 
operate as protected species in 
a host of sectors where the 
public monopoly enjoys public 
protection. 

Telecommunications ser- 
vices, air and rail transport 
and energy supply are three 
high profile sectors where legal 
barriers to entry prevent the 
development of any significant 
competition from the private 
sector. There are many others 
where informal barriers are 
erected through the public 
administration or local regula- 
tions which achieve the same 
result In (he absence of mar- 
ket pressure to compete, there 
is only partial and inadequate 
public pressure to do so. 

The capital injections from 
the State into the public hold- 
ing companies - the so-called 
ftmtU di dotazkme - are not 
supplied at anything approach- 
ing market rates. However, 
budget pressures have signifi- 
cantly reduced the fondi di 
doiaztone cover of public com- 
panies’ investment from 71 per 
cent in 1963 to 10 per cent last 
year. This has helped to 
worsen the ratio between their 

debt and thrir shar p ca p i tal to 

nearly 220 per emit in 1988 
compared to 89.9 per cent aver- 
age for the private sector. 

Another explanat ion for 
worsening of financial ratios In 
the public sector is the govern- 
ment’s reluctance to allow 
price increases for public ser- 
vices. Although the railways 
are now set for increases of up 
to 30 per cent over the next 
year, airlines, telecammunlca- 
tions and motorways have had 
applications for price increases 
in the pipeline for years. 

If the provision of infrastruc- 
tural services was not so mani- 
festly inferior to wes te rn euro- 
pean averages, the public 


might be lolled into believing 
that price stability was an indi- 
cator of growing efficiency. 

The search for capital has 
forced the public holdings to 
seek private funds through the 
sale of minority shareholdings. 
Between 1982 and 1988. 1RI 
raised an estimated L12,Q00bn 
through stockmarket offerings, 
but little more than 20 per cent 
of this derived from full priva- 
tisations. 

The unwritten political rule 
which has emerged in the past 
year or so forbids the cession 
of majority control of any busi- 
ness of industrial ai gnlflfanFP 
or financial size. One reason 

In the short term, 
it now seems 
highly unlikely 
policy will change 

why the Enimont saga has 
become a prominent political 
cause is the general consterna- 
tion caused in Rome when it 
was discovered that Mr Gardi- 
ni 's Montedison could win 
management control on the 
basis of the same 40 per cent 
stake that was held by £NL 

It did so by forging an alli- 
ance with sufficient third party 
shareholders to give Montedi- 
son control of a bare majority 
cf the stock. 

It is stfll too early to assess 
the broader significance of the 
Enimont case. The govern- 
ment’s formal position is 
it is prepared to allow the foil 
privatisation of the joint ven- 
ture if Mr Gardini will pay 
ENTs asking price for its hold- 
ing. In fact, it may have 
attached such conditions - 
including observance of a busi- 
ness plan agreed in 1988 which 
Mr Gardini believes to have 
been overtaken by events - as 
to push the ite m ran president 
into a refusal. 

Alternatively, there are 
those that believe Mr Gardini 
is trying to provoke such an 
outcome because he wants to 
sell his stake to ENL 

However it unravels, the 
Enimont story has become an 
appalling advertisement for 
public-private collaboration in 
Italy when the sector involves 
sensiti ve issues Of inv estment 
and employment. Opinions 
vary about tbe true basts of the 


PROFILE: FRANCO RIGA 


A symbolic choice 


MR FRANCO PIGA’s 
appointment as minister for 
state shareholdings In July 
was one of the symbolic 
choices for which prime minis- 
ter Giulio Andre otti has 
become known 

After a long career spent 
heading the cabinets of a num- 
ber of Christian Democrat min- 
isters, Mr Piga became presi- 
dent in 1984 of the CONSQB, 
Italy’s stock exchange regula- 
tory authority. He is thus an 
expert on the mechanics of 
Italian capitalism with an 
unusual technical grasp of the 
potential for privatisation in 
the Italian economy. 

But he Is also, now. a politi- 
cian with public views on the 
issue that cleave closely to the 


prevailing consensus among 
thp political parties. 

He does not acknowledge the 
existence of any political obsta- 
cles to the sale of state assets. 
Indeed he asserts that "in 
rec ent times there seems tome 
to be a clearer will to proceed 
more decisively with a privati- 
sation process”. He has in 
mind the cautious floating of 
stakes in the public banks, the 
government’s own proposals to 
sell some state p ro p er ty and 
draft laws presented in parlia- 
ment by political parties 
“which are distant from the 
traditions of the market”. 

The obstacles to privatisa- 
tion, says Mr Piga, are more 
technical. He sees in both the 
public and private sectors a 


traditional reluctance among 
Italian entrepreneurs to 
expand their shareholding 
bases. But equally important is 
tiie backwardness of the Italian 
stock market “This is lacking 
in intermediation structures, 
techniques for file making of 
contracts, and mechanisms for 
price setting.” 

His list of inadequacies also 
includes lack of financial prod- 
ucts, thtn and therefore unre- 
presentative trading, insider 
trading and other manipula- 
tions, and lack of proper pro- 
tections for minority share- 
holders. He believes key 
reforms still await the passage 
of parliamentary le gislation. 

He also regards investor 
prefere n ces as a problem, say- 


We have wide 

horizons. 


Banco di Sicilia is heir to a banking 
tradition which goes back to 1459 and 
has developed into a diversified group 
offering a comprehensive range of 
banking and financial services. 

The Rank has a domestic network 
of over 350 branches and a foreign net- . 
work comprising seven branches 
(Frankfurt, London, Los Angeles, Lyon, 
Munich, New York, Paris) a wholly 
owned subsidiary (Banco di Sicilia In- 
ternational S.A., Luxembourg) and 
representative offices in Brussels, 
Budapest, Chicago, Singapore. 

Additionally Banco di Sicilia has a 
div ersifie d group of subsidiaries and af- 
filiates among which the following are 
specifically active in international 
operations: Basinvest S.p-A.-MUan, 
Escero lmprese *r 1 - Milan , Euramerica 
Finanziaria Intemazionale S.p.A.- 
Rome, Centro Internationale Handels- 
bank AG-Wien, Bank of VaUena-Malia. 


BANCO diSICniA 


Member of The Securities Association - London Branch- 99 BIshopsgate, London EC2P 2LA 


conflict, but there seems little 
doubt that an important factor 
was Montedison's desire to run 
faster in restructuring the 
business and on closing out of 
date plant than Its public part- 
ner was ready to contemplate. 
In short, political resistance to 
creating unemployment was 
clashing irreconcilably with 
more entrepreneurial judge- 
ments of the requirements cf 
the market. 

In the short term, it now 
seems highly unlikely that 
there will be any change of pot 
Icy on privatisation in Italy. 
Where once there was some 
pressure in this direction from 
the top of IRX and ENI when 
the two professors, Prodi and 
Reviglio were in charge, their 
successors show no signs of 
u »ml i n g tO confront their polit- 
ical masters. 

The ever worsening budget 
deficit is the only element 
which could cause a change of 
political heart. The minority of 
leading politicians — Mr Nino 
Andrea tta, the Christian Demo- 
crat chairman of the Senate's 
budget committee, Mr Adolfo 
Battaglia, the Republican min- 
ister for industry and his party 
leader Mr Giorgio La Mafia - 
who favour privatisation have 
been trying to make the most 
of this, but to little avaiL 

Mr Guido Carli, the DC trea- 
sury minister, the leading 
advocate of privatisation inside 
the government, included pro- 
posals to sell off some state 
property in his 1990 budget 
proposal, but these were 
stripped out in parliament and 
made info a separate bill winch 
is now trapped deep in the pro- 
cedural quagmire. 

External pressures may be 
more helpfuL The European 
Commission could make the 
maintenance of the state sector 
more difficult by building a , 
tighter ring fence around pub- 
lic subsidies. Finally, Italy ^ 
just equipped itself with an 
anti-trust law whose provisions 
on concentration and abuse of 
dominant market position also 
apply to public companies. 

But its potential effective- 
ness has been at least halved 
by a clause which specifically 
pjdmtea its application to pub- 
lic monopolies required by law 
to provide services “of general 
economic interest”. 

John Wyles 



Franco Piga 

ing that savers clearly prefer 
to put their money in the huge 
supply of government notes 
and bonds issued every year to 
finance the budget deficit 
because of the attractive inter- 
est rates which are available. 

Mr Piga does, however, want 
to see the development of a 
coherent privatisation policy. 
It should begin, he says, "by 
clearly identifying in general 
terms which activities the 
state has an interest in main- 
taining its presence.” 

In tbe cases of share flota- 
tions, It must be dear that the 
market is able to absorb a 
heavy supply of shares. In a 
possible reference to the Eni- 
mont disaster, where ENI (pub- 
lic) and Montedison (private) 
have failed to cohabit in a pub- 
licly quoted joint venture, he 
asserts that assets sales “with- 
out dear procedural rules” can 

lead to conflict. 

He says that public compa- 
nies which have floated minor- 
ity stakes on the stock 
exchange are now generally 
ridding up to or above the 
market average, having failed 
to do so until about two years 
ago. Nevertheless, their Price/ 
Earnings ratios remain below 
the market average, suggesting 
that even on equal terms “the 
market puts a lower value on 
companies with state share- 
holdings”. 

Turning to which sectors 
might he appropriate for priva- 
tisation, Mr Piga gives prece- 
dence to property either owned 
by the military or by com- 
munes and to possible joint 
ventures with the private sec- 
tor which would control some 
of the cultural and artistic 
stock owned by the state. 

He also believes that the 
state should maintain its pres- 
ence in high technology sec- 
tors, services and infrastruc- 
tures. available in large 
Industrial groups", suggesting 
the state requires these groups 
to fulfil its mission in the 
south of Italy which needs 
technology to develop telecom- 
munications. roads, water sup- 
plies and natural gas distribu- 
tion. 

John Wyles i 


DU, ITALY'S GIANT state 
holding company with annual 
sales of L56,0Q0bn and hun- 
dreds of subsidiary companies, 
looks at first si ght like a man- 
agement nightmare. 

However, since its launch in 
the early 1930’s as a lifeboat for 
Italian companies and banks 
which were sunk by the great 
depression, it has evolved a rel- 
atively simple structure based 
on sub- holdings which act as 
its management agent for 
groups of subsidiary compa- 

TlTPg, 

Finmeccanica is one of the 
most interesting of IRTs hold- 
ing companies because its rela- 
tively small number of 21 
subsidiaries have expanded 
rapidly on the international 
scene daring the past few 
years with the ahn of establish- 
ing the company as the IRI 
flagship for a range of 
advanced technologies. 

With its headquarters on a 
hffl above the Tiber 20 minutes 
to the north of Rome city cen- 
tre, Finmeccanica is the parent 
company to Aeritalia, Italy’s 

main aerospace Tnannfar+iTit »r 

Ansaldo, which wafaw heavy 
electrical engineering and 
transport equipment, Selenia 
and Elsag, Italy’s leaders in 
defence electronics, and ST, 
the microprocessing manufac- 
turing joint venture between 
SGB of Italy and Thomson cf 
France. 

About 34 per cent of Finmec- 
canica's 1990 revenues of 
$L5bn come from aerospace, 14 
per cent from defence electron- 
ics, 22 per cent from energy 
unit the awvir mimMit, 13 per 
cent from industrial systems 
and automation, 7 per cent 
from transportation and 7 per 

C8Ut from fhft TTMTlTTftlrfT THw ff 

Of mir-ra -plpf-t ran ir»g 

With its staff of 200 and 
annual turnover in 1990 of 
$&5bn. Finmeccanica is organ- 
ised in such a way as to pro- 
vide a range of services to its 
companies and to monitor and 
control them. In some cases, 
these centralised services over- 
lap with those that the subsid- 
iaries carry out for themselves 
but they are administered flexi- 



bly and without excessive 
duplication of the effort 
involved. 

The financial function at tbe 
centre involves corporate 

flimnftft and mlmlnlctprin g 

financial cash flows of around 
$2bn a year. 

tomer financing services for 
aircraft and other large pur- 
chases. The chief managerial 

role in the company belongs to 
man a g i ng director, Mr Fahiano 
Fabiani. Mr Fabiani is 
appointed by IRI and whose 
previous experience includes 
journalism and a spell as a 
manager at the RAI national 
television corporation. 

Finmeccanica’s responsibil- 
ity to IRI is to implement a 
rolling annnaf corpora te*phm 

which is jointly agreed 
between them. IRTs expecta- 
tions are set out in an annas! 
letter and, says Finmeccanica, 
are more “qualitative than 
quantitative". 

Finmeccanica translates the 
IRI objectives into detailed 
directions for its companies 
which respond with individual 
corporate plans. These, in turn, 
are consolidated into a Finmec- 
canica plan which goes back to 
1RL 

The group plan sets detailed 
objectives covering market 
shares for the various busi- 
nesses, financial ratios and 
capital requirements. Finmec- 
canica says financial targets 
are as rigorous as those of any 
private company and, in recent 
years, individual finanrial per- 
formances have been broadly 
in Una with comparable p ri vate 


sector businesses. 

“However, we do more in 
house the domestic com- 
petition, we are more vertical- 
feed, so we have lower sales 
per employee,” says the com- 
pany. 

Formally, there are clear 
rules which determine the free- 
dom of action excercised by 
Finmeccanica. It Is able to buy 
or sell minority stakes in com- 
panies without prior approval 
but acquisitions and divest- 
ments have to be approved by 
mi and tbe Ministry for State 
SharfthftliHwg a. 

This process is not always 
cumbersome or time consum- 
ing. In the case of the sale of 
Alfa Romeo to Flat at the end 
of 1986 everything was done in 
the space of 26 hours during 
which the Finmeccanica, IRI 
and Alfa boards all met and 
formally communicated their 
decisions to each other in writ- 
ing. The minister of state 
shareholdings wrote to the 
appropriate interministerlal 
committee of ministers which 
them met in order to rive a 
formal directive to IRI which 
was den passed on to Finmec- 
canica. 

But Finmeccanica concedes 
that it has less flexibility than 
a private company. “If there is 
a consensus we can move 
quickly. But we have a public 
owner and the state does not 
behave like a private share- 
holder by just turning up at an 
annual meeting once a year." 

This is something of a mas- 
terly nwto afa rtatwen* given the 
political interference which 
complicates the management 


of public sector companies. It 
is particularly true when it 
cranes to privatisation and t he 
reshuffling of assets between 
the three ma in p ublic groups, 
IRI, ENI and EFIM. 

Alfa Romeo has be en the 
only significant Italian privati- 
sation of recent years and was 
more a product of a desperate 
realisation that the company’s 
losses could only be stemmed 
if it became part of a larger 
automotive group. 

Elsewhere Finmeccanica’s 
development strategies have 
mvUOThtediy been disrupted by 
the difficulty it tom had in win- 
ning political approval 

At an informal level contacts 
between managers at Finmec- 
canica and IRI are intense and 
frequently daily. Those 
between Finmeccanica and the 
management of its subsidiaries 
are even more intense. 

“We do exercise closer con- 
trol over *h«m than IRI does 
over us. We go deeply into a 
company’s affairs, are con- 
stantly involved in questions 
of mergers and acquisi tions 
and we do the medium term 
Snawrinl planning for our com* 


Arguing that “we live in 
dynamic times”, Finmeccanica 
says that the almost daily con- 
tacts it has with top ma n age r s 
in subsidiary companies are 
necessary to guarantee flexibil- 
ity and responsiveness. “We 
believe we rive them value for 
money and there are no com- 
plaints of excessive interfer- 
ence.” 


John Wyles 


The drive to internationalise 


WHEN FINMECCANICA Bold 
Alfa Romeo to Fiat at the end 
of 1986, the relieved group shed 
a most unhappy role which 
had dogged its existence for 
the previous ten years. Sus- 
taining a not too brilliantly 
managed car company which 
was too large to be a niche 
producer and too small to be a 
mass producer had been a tre- 
mendous burden on the hold- 
ing company’s finances and 
managerial time. Without Alfa 
Romeo, however, what was 
Finmeccanica for? 

IRI, .then presided over by 
Professor Romano Prodi, had 
no problem in providing the 
solution. Aeritalia, Ansaldo 
and SGB were core assets 
which shared charac- 

teristics: they employed 
advanced technology in mar- 
kets of a worldwide dimension 
in which the competitors were 
few and large and highly com- 
petitive. 

Finmeccanica’s strategic 
instruction was to strengthen 
its companies, and Italian 
national capacities, bv nnshine 
them further and further Into 
advanced tarhnnlngjj?*? . 

The task would require a 
steady process of international- 
isation to acquire markets and 
technology, some public sector 
reshuffling so as to create what 
the Italians rail industrial 
“poles” under the Finmeccan- 
ica umbrella, careful co-ordina- 
tion to remove overlapping 
i research and development 
activities and rather a lot of 
money. 

Four years on, Finmeccanica 
, has made considerable prog- 
ress, although it has hit some 
deep potholes along the way 

and its financial performance 
would not be regarded as 
acceptable by shareholders of a 
publicly quoted company. 

Consolidated sales have 
more than doubled in three 
years to an estimated 9&5bn in 
1990 while profits have risen 
from $6Qm to $78m in the same 
period. Five years ago, only 2 
per cent of its employees were 
based outside Italy, now 16 per 
cent are, and 20 per cent of 
sales come from foreign subsid- 
iaries. 

But problems have hit the 
strategy from several direc- 
tions. While it managed to 
acquire Selenia, shortly to be 
mer ged w ith Aeritalia, from 
the STET holding company, a 
parallel requirement to take 
hold of Italtal. so placing Ital- 
ian telecommunications along- 
side advanced electronics, will 
receive no political blessing for 
the time being, if ever. 

Political opposition has also 
frustrated the idea of moving 
Breda Ferro viaria out of EFIM, 
the smallest state industrial 
holding, into a merger with 
Ansaldo's transport activities. 

Fiat’s recent deal with CGE 
of France dealt a further blow 
to hopes erf building a railway 
equipment “pole” u Finmec- 
canica. 

Fiat Ferro viaria, which until 
the politicians vetoed it 
seemed likely to be swapped 
for the Finmeccanica's Alfa 


Awio air engine subsidiary, 
has now been lost to the Turin 
company’s French partner. 

Mr Fahiano Fabiani, Finmec- 
canica’s managing director, 
admits that the whole railway 
manufacturing strategy is back 
on the drawing board, 
although collaboration with 
Breda on a new high speed 
train design is proceeding. 

The Elat-CGE deal has not, 
however, put paid to the possi- 
bility of Finmeccanica acquir- 
ing Fiat's gas turbine manufac- 
turing activities. Mr Cesare 
Romiti, Flat's managing direc- 
tor, said recently that the two 
sides disagreed over price and 
it seems that if there 2s to be a 
deal, it has to be struck by tbe 
end of this month. 

If not, Ansaldo will acquire a 
manufacturing license which 
will enable it to go into produc- 
tion on its own next year. 

Ansaldo has been Finmec- 
canica’s problem company ever 
since a national referendum 
k no c k e d the bottom out of its 
nuclear gene r a tin g plant equip- 
ment business by choosing the 
non-nuclear option in 1987. Gas 


turbines are seen as an essen- 
tial replacement, not least if 
Ansaldo is to be part of the 
agreement Italy hag waite to 
buy electricity from the Soviet 
Union to be paid for through 
the construction of 16 gas tur- 
bine power stations. 

But the Gulf crisis has only 
deepened its problems by 
blocking, perhaps for many 
years, fulfilment of power sta- 
tion contracts with Iraq worth 
Ll.OOObn, about one fifth of its 
order book. 

hi other sectors, the sailing 
has been rather plainer. Hav- 
ing toid out around $2 bn over 
the past five years on some 21 
acquisitions, including Fer- 
ranti imnoH in the UK, 
Bailey Controls and Wabco 
Westinghouse in the US, Fin- 
meccanica has acquired a 
range of complementary 
advanced technologies and is 
deriving around 40 per cent of 
its sales from segments in 
which it is among tiie three or 
four largest operators in the 
world. 

The process of international 
collaboration has been carried 


forward on a wide front The 
microprocessing joint venture 
between SGB mud Thomson of 
France was an early initiative 
in 1987 while Aeritalia has 
developed a large number of 
production supply agreements 
with most erf the important US 
and European aerospace manu- 
facturers. 

In the meantime, the fusion 
with Selenia is intended to pro- 
duce a new force, Alenia, 
which, says Mr Fabiani, will 
lead to a rationalisation of 
research and development 
activities and a strong e r com- 
mercial thrust from both its 
component parts. 

Tbe Finmeccanica chief fore- 
casts that in five years time, 
Alenia’s basic strengths wflTbe 
built on space technology, air 
traffic control systems, in 
which Selenia is already a 
world leader, and commuter 
aircraft production alongside 
the ATR 42 passenger aircraft 
which Aeritalia is manufactur- 
ing with Aerospatiale of 
France. 

John Wyles 
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IN 1990, 20.5 million 
inhabitants live is the Mezzo- 
glomo (86 per cent of the Kal- 
ian population), more tfign in 
Greece and Portugal together. 
Their average Income per head 
In 1999 was almost 30 percent 
below the BnrOpean average erf 
12 per cent In northern Italy 
average income was 24 per 
cent above the European aver- 
age, 10 per cent higher than in 
toe Federal Republic and 25 
per cent hi gher than In France.- 
How e ver, the problem of the 
MezzDgxonio 1 b no longer (me 
erf poverty or under-consump- 
tion since consump tion hvris, 
raised by tiaadBis, are 
to those of an already affluent 
society. Average cons um ption 
per head to the 1980s was 15 
per cent to 20 per cent higher 
than total internal output, 
highlighting the problem of 
lack of marketable products, 
high levels of imeanploynuot 
and a backward social and 
political structure. AHof these 


economy. - 

In this respect, economic 
development in Mezzogforno 
regions is a long-term issue, 
with deepeeated political con- 
notations. •' 

Until now, public expendi- 
ture has been a panacea which 
has made the careers of a great 
many Italian local and national 
politicians. Their efforts to 
secure financial. transfers to 
the Mezzogiomo through aid 
and public expenditure have 


IF NUMBERS alone were the 
criterion for customer satisfac- 
tion. Hum ftaHoti tut fa i gi-rtHlfatta 
would be mulling . The direc- 
tory Of specialist financial 
advisers now active in Italy 
has swollen markedly in recent 
months. 

Whether* the growing band of 
mer chant bankers, both w*n»w 
and foreign, have yet encoun- 
tered the demand expected 
remains open. With many of 
this year’s newcomers now 
having found premises and 
buSt up the small two to four 
man teems which have become 
typical, the focus is an results. 

Zb the oast 18 month* alone 
W arbu rg s . Rothschilds, Bar- 
ings and Schroders of the UK 
have ftwnwWt AgfflhlfolwMl Ttal- 

ian operations. Credit Suisse, 
First Boston and Union Bank 
of Switzerland are planning to 
open Milan offices. While MbriH 
Lynch may also step op its Ital- 
ian I nve s t ment hrafctwg busi- 
ness. 

Their names wfll join those 
such ad Morgan Stanley and 
the big four Japanese broking 
houses which are already we&- 
estabhsbed in Italy. Mean- 
whtle, Deutsche Bank is boost- 


rarely -been accompanied by 
the slightest intention of fos- 
tering the needed social and 
economic transformation. - - 
Large national firms, pri vate 
and public, have benefited 
greatly from tins flow of ftmds, 
through grant* subsidies or 
income from the supply of 
goods oar services, with limited 
beneficial effects on the region. 
Industrial amptoymewt in the 
Mezzogforno still amounts to 
only around 20 per cent of 
total employment, and has not 
increased the mid-1970s, 
hi a more or less dosed econ- 
omy, the Mezzogterno was an 
easy captive market for firms 
located elsewhere in Italy. Hie 
question now is whether the 
.smgie market will perpetuate 
this rote for the Memogfomo- 
Trade unions have succeeded 
in winning equal wage terete 
in southern Industry since the 
1«yrk. atth ongh hfHtofitrial pro- 
ductivity was and still is well 
below the level in the north 


a result, labour costs per unit 
of production In the south are 
on the whole no lower titan 
those in the north, offering 
therefore no cost advantage to 
investors. 

More recently, unions have 
strongly backed large wage 
increases for the public sector 
employees, who account for 
over 20 per cent of total 
employment in the south. Pub- 
lic administration impedes pro- 
ductivity growth and has an 


fog its corporate finance activi- 
ties through Banca d’ America 
e d’ltaha and a number of big 
French b«mirg are g1gn becom- 
ing more active. 

Bawari, the specialist merg- 
ers and acquisitions operation 
owned by Braque Naticnale de 
Paris, set up its new Milan 
office in earlier this year. And 
hist month Credit Lyonnais’s 
CBnvegt investment su bsi diar y 

maifa its debut in that Tfalfah 
nmwfcg* by taking a minority 
stake in a local company. 

Some other houses are less 
conspicuous, but nonetheless 
active, in Italy. Shmmfng local 
offices, Goldman Sachs and 
Wasseretein Perella have hired 
Mr Romano Prodi and Mr 
Franco Reviglio, two heavy- 
weight former state industry 
heads, as their respective Ital- 
ian advisers. 

There is also no lack of 
domestic participant s. Sanpa- 
Olo Finance, Sopaf, Akros and 
Svfltrppo are some of fee new 
Tbiihm merc ha nt fomim set up 
after the country’s investment 
hawking business was liberal- 
ised in the mid-1980s. 

All are touting for much the 
same business as the foreign- 


THE SOUTH 


Growth is inhibited 


unchallenged record of ineffi- 
ciency and mismanagement of 
the resources transferred to 
the south. 

As a result, the bloom ogra- 
rio (agricultural bloc) - large 
and medium sized landowners, 
historically considered respon- 
sible for the backwardness of 

the mainly agrarian south In 
tiie first part of this century - 
has been replaced by an even 
more diffuse core of vested 
interests, linked to public 
expenditure and to the mainte- 
nance of the st a tus quo - vio- 
lently against industrialisation 
and private enterprise - and 
represented by those who 

arin>hi1fifa»r public mODfly aTtrf 


by it 

A recent study carried out 
by TSMKRI into foe public sec- 
tor Impact on disposable 

<nrfY7TW» of fa-mTUre in the south 

found that the average share of 
salaries from public adminis- 
trations and social transfers 
yWw( up to 38 pgr rent of their 
total income as opposed to 28 
per cent in the north. Overall 
public expenditure (of central 
and local governments, includ- 
ing investment of state-owned 


corp ora tions) amounted to over 
50 per cent of the Mezzoeomo 

gross domestic product during 
the 1980s and increased to 60 
per cent in 1381. 

Tb complete this gloomy pic- 
ture, this flow of public money 
into areas with backward 
social and political structures 
a nd verv h^pb ttyutty p) n ym pnt 
has nourished corruption and 

Professor Enrico 
Wolleb examines 
problems faced by 
the Mezzogiomo 


that sirfiy , Campania and Cal- 
abria are regarded as being 
rated by the Camcrra 

and Ndrangheta, rather .than 
by the state. 

The contrast is striking 
between the social deteriora- 
tion in the south and the indis- 
putable successes of the Italian 
economy in the postwar period 
and especially in the 1930s. 
The highly positive response of 
companies to the structural 
problems which they face in 


the north since the late 1960s, 

though strongly supported by 

public aid of various forms, 
made this region, one of the 
wealthiest and most 
areas of western Europe. 

The private sector's strategy 
of decentralisation and subse- 
quently Of ex pansion did not 
encompass the MezzogLomo as 
a possible location. Public pol- 
icy towards the Mezzogiorno 
policy was relegated to the 
political ghetto of interoento 
stroardbumo (special interven- 
tion) and did not relate to, nor 
influence, policies in the rest of 
the country. 

Hie Mezzogiorno hpcnww 
a service economy while, para- 


services and infrastructure 
remains. low. Social rad wage 
expectations, however, are 
such as to require the state is 
expected to provide well paid 
Jobs. 

These patent contradictions 
lead to the conclusion that any 
explanation of the north-south 
divide cannot be based solely 
on economic grounds *twI that 
the failure of industrialisation 
stems, to a Large extent, from a 

fa/»k Of polltlCM mm m og and 


a lack of determination. 

Reform has to be directed at 
involving local administrators, 
employers and employees in a 
concerted effort The flow of 
public money needs to be lim- 
ited, justified in terms or objec- 
tives and made more transpar- 
ent to the taxpayer. Capital 
grants and all measures involv- 
ing administrative discretion 
should be abolished and auto- 
matic tax and social contribu- 
tion concessions limited solely 
to the south. 

Transfers such as artificial 
salaries for non-existent jobs, 
false pensions and financial 
support for uncompetitive 
firms and co-operatives or for 
specific social pressure groups 
- in agriculture as well as in 
industry - should be replaced 
by unemployment benefits 
paid as a right rather than as a 
personal favour. 

public firms should not be 
g iv frn unjustifiable priority in 
awarding public contracts. 


firms being squeezed out. 

Resistance to change is. how- 
ever, enormous. Those politi- 
cians who understand the 

political and administrative 
nature erf the blockage, assert 
that only a radical change of 
the electoral system with a 
parallel change in the ruling 
parties and their personnel, 
can ultimately change the 
forms of political consensus 
rad the methods of public 

arfmintu t ratinn 


Growing numbers of banks compete for a slice of the action 

Newcomers fill the market 


era, but what is there for them 
to do? At the moment, not as 
mneh as they would like 

Admittedly, not all the 
famfat share tiie same priori- 
ties. Some bigger houses, and 
especially those which are 
prominent in thA Euromarkets, 
are stfll probably concentrat- 
ing on services for the coun- 
try’s biggest companies - 
notably in the public sector. 
Those not planning SlOOm 
bond issues, multicurrency 
swaps or mega-acquisitions 
need not apply. 

Others, Including some of 
the UK Tnmvhgnt hanks, Japa- 
nese br o kers and possibly Mor- 
gan Stanley, are also seeking a 
more active role on the stock 
exchange. Already active in 
trading Italian shares at home, 
they are now looking for access 
to the Milan floor. Trading an 
initial public offering for an 


Italian company in the home 
market would be their crown- 
ing ambition. 

At present, ray such aim is 
still stymied by the snail’s pace 
of stockmarket reform in Italy. 
But the central plank of the 
long-awaited legislation, creat- 
ing the framework for a new 
type e£ multi-purpose broking 

Domestic banks 
are touting for the 
same business as 
foreigners 

house, called a Socteta di Inter- 
mediazione Mobiliare, may 
pass through parliament before 
the end of the year. 

In the meantim e, many mer- 
chant banks, irrespective of 
their size, are concenteating on 


strictly corporate work 

such as company advice and 
valuations, while striving to 
win M&A mandates. With 
much of ifa»ifao industry still 
fragmented by European stan- 
dards, and many companies 
domestically orientated, for- 
eign iw"iwr« rfaim they have 
an edge In M&A 

Italian companies need to 
expand abroad, making the 
contacts and know-how of a 
foreign bank particularly use- 
ful. they claim. And, with 
many big north European com- 
panies facing mature markets 
and limited growth potential, 
foreign interest in Italian 
acquisitions is also growing 
strongly. 

Raman houses do not ques- 
tion tiie analysis, but they do 
put a different gloss on the 
advisory skills required. Thus 
the domestic operators tend to 


emphasise the importance of 
• their local know-how in 
response to the foreigners’ 
riairn to have the advantage in 
cross-border business. 

Both groups have had ample 
opportunity to flex their mus- 
cles tfrta year, hi July. Barings 
rifaghed the L80bn sate of Cer* 
amirn Dolomite, the bathroom 
sanitary ware manufacturer, to 
Blue Circle, the UK cement 
group. Some months earlier, 
Schroders was behind the sale 
of a 65 per cent stake in Can- 
tierl Riva, the luxury power- 
boat maker, to Vlckera. 

Other banks have mfapH a 
rich vein in advisory services 
- notably valuations. Gold- 
man and Morgan Stan- 
ley - along with Wertheim 
Schroder in New York - 
advised Eni and Montedison 
respectively In the Enimont 
joint venture. They may now 


This brings us to the root of 
the problem: institutional 
reform Is a necessary condition 
for seriously tackling those 
aspects of gocial underdevelop- 
ment which impede economic 
development 

However, there is a wide- 
spread suspicion that the polit- 
ical debate about reform hides 
a lack of ability to respond to 
problems here and now, or is a 
smokescreen to conceal the 

real mwllltngnpcc tO chang p 

systems and methods which 
have assured 45 years of power 
for the same parties. 

Things may, however, 
improve as a result of growing 
grass roots pressure for 
c h ange. Economic and social 
reforms in the postwar period 
in Italy have always been pre- 
ceded by strong social move- 
ments, as in the case of 
divorce, abortion and the cre- 
ation of the welfare system. At 
the same time European eco- 
nomic and monetary unifies- 



r ■ ■■rrm;.' 1 


Italian practice of running 
huge budget deficits putting an 
external constraint on public 
expenditure which wonld 
restrict the freedom of action 

of a discredited ruling class in 
the south and force the whole 
country to think seriously 
about Italian economic unifica- 
tion as well as European 
union. 

A SkUUm by birth. Professor 
Wolleb is a consultant at Jsmeri 
Europe, Rome. 


stand to double their money by 
providing the same functions 
in Bnimont's divorce. 

Meanwhile. Milan’s new mer- 
chant bankers are hoping for 
new business from smaller Ital- 
ian companies which ore seek- 
ing additional funds or consid- 
ering some form of buy-out 

UK houses have been partic- 
ularly prominent In venture 
capital. Schroders’ Italian 
Fund, which waa the first of its 
kind, has LlOObn at its disposal 
from a variety of UK, US, 
Dutch and Japanese insurance 
companies and pension funds. 
Meanwhile. Rothschilds has 
established a 330m Italian 
equity fund, with financing 
coming from European institu- 
tional investors, which have 
taken stakes of up to $5m each. 

Most recently. Baring Capi- 
tal Investors, which has set up 
shop alongside the bank itself, 
and Investors in Industry (31), 
the UK venture capital group, 
have set up Italian offices to 
after their own services. 

Demand for buy-outs 
remains limited, but is also ris- 
ing. With tiie first generation 
of post-Second World War 
entrepreneurs now reaching 



Mon towards: dmlopmmt In 
tha south Is s lona-tsrm 
issue, with dssp ss s ts d poW- 
caf connotations 


retirement or dying out rad 
their heirs not always wanting 
to continue the business, inter- 
est in buy-outs should blossom, 
the bankers say. 

There have already been a 
number of well-publicised 
deals. Schroders* sale of Can- 
tier! Riva this year followed 
the financing of an earlier 
management buy-out by the 
bank's Italian Ventures Fund 
in 1988. 

Meanwhile Sanpaolo 
Finance, the specialist mer- 
chant banking subsidiary of 
Istituto Bancarlo San Paolo di 
Torino, now Italy's biggest 
bank, organised one oithe 
country's biggest leveraged 
transactions last June. 

The L121bn deal involved the 
sale of Grdve Italia, the Italian 
valve-making subsidiary of 
Canada’s Nova Corporation, to 
an investment group headed 
by the bank and including 
Grave’s existing management 

Given the number of banks 
now offering such services, all 
must be hoping that many 
more such entrepreneurs come 
forward. 

Haig Simon Ian 
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( ITALIAN iNDUSTRY~iP) 


pj RECENT years I talian 
industry increasingly has been 
eyeing the Soviet Union as a 
potential business partner. As 
part of this process, two Italian 
institutes of research and 
higher learning have sought to 
get in on the ground level 

Although their strategies 
appear somewhat different, 
their goals are similar to train 
Soviet and western managers, 
to increase the exchange of 
information between West and 
East, and to foster better busi- 
ness relationships between 
Soviet and western Anns and 
their executives. 

The first to get off the 
ground in December 1988, was 
MIRBIS (Moscow International 
Business School), an Italian-So- 
viet joint venture founded by 
the Nomisma Institute for Eco- 
nomic Research in Bologna 
and the GPlekhanov Soviet 
Institute of Economy in 
Moscow. 

According to Professor 
Romano Prodi a well-known 
I talian economist on NURSES’ 
governing board, the idea 
behind the school is “to act as 
an interface between two 
systems which for many years 
have confronted one another at 
a distance". 


The country is now leading the way in helping to train Soviet managers, writes Sari Gilbert 

Schools and seminars teach the market 


But, says. Professor Prodi, 
who until last year was chair- 
man of the giant Italian state 
holding company, IRI activi- 
ties Of the school Increasingly 
have been concentrated on the 
strategic objectives of voca- 
tional training for the coun- 
try's managers and better 
understanding of the USSR 
system of administrative res- 
ponsabilitles. 

The school which, because of 

an alternating governing sys- 
tem, has an Italian director 
and a Soviet deputy, plans to 
introduce a one-year MBA pro- 
gram for younger postgradu- 
ates in the near future and is 
looking for new western part- 
ners. 

So Ear, however, the bulk of 
its activities have been short 
courses, of from four to 10 
week, for Soviet mid-level man- 
agers. And most successful, 
says Professor Prodi. have 
been those specialised voca- 


tional training courses whose 
participants "all speak the 
same language", such as that 
held last spring for managers 
of the Pansovtetic Department 
of the Meteorological Instru- 
ment Industry. 

Vast cultural 
differences have 
had to be 
surmounted 


Vocational courses given so 
far, an of which offer a final 
period of on-the-spot training 
in Italy, have included semi- 
nars for company directors, for 
financial directors of the 
Togtiatti Autovaz group, for 
manufacturing heads, for 
Soviet joint- venture head 
accountants, for managers of 
ten Soviet coal mines, for 
USSR Sberbank executives. 


and for Ukrainian biomedical 
managers. 

A recently-held course of 
instruction for savings bank 
managers was particularly suc- 
cessful It led the Soviets to 
decide to set up an accounting 
school for bankers and Nom- 
isma will be helping to train 
the new institutions' instruc- 
tors in Italy and three other 
western European countries. 
Since August, 1989, Russian 
and western lanuage courses 
have been offered on the 
school's Moscow premises. 

Although the MIRBIS 
authorities are generally satis- 
fied with progress so for, there 
have been difficulties. The 
Soviet joint-venture law is still 
in flux, making organisation 
and forecasts on present and 
future commitments extremely 
difficult 

Vast cultural differences 
have had to be surmounted, in 
training methods, educational 


goals, curriculum and even 
day-today school administra- 
tion. Courses have had to be 
revised. And since few Soviet 
managers know any foreign 

lang na gpq . teaching is aign a 

problem, with non-Soviet fac- 
ulty forced to speak through 
translators. 

But this was all to be expec- 
ted. “What we’re doing is 
planting a seed,” says Profes- 
sor Prodi, "and everyone 
knows that that is hard work". 

At the outset enormous cul- 
tural problems also faced the 
Leningrad International Man- 
agement Institute (LIMD, a 
joint venture set up in July 
1989 by the prestigious Bocconi 
University business school of 
Milan and the University of 
Leningrad, and which since 
has acquired nrfHiKnnai Euro- 
pean and Soviet partners: Hol- 
land’s NMB Postbank group; 
ENL the Italian state energy 
company; the Milan Exhibi- 


tions Anthority; SNAM, the 
Italian state engineering firm; 
the Soviet Institute for the 
Economy of the World Socialist 
System; and aiylsotsbank, the 
second largest bank in the 
USSR. 

Non-Soviet 
teachers are 
forced to speak 
through translators 

Part of the Bocconi’s overall 
strategy of internationalisa- 
tion, UMTs objectives are simi- 
lar to that of MIRBIS: to 
develop a broad program of 
training for Soviet and interna- 
tional iM wa g Brn and business- - 
men, to carry out joint scien- 
tific research, to exchange 
information, provide consult- 
ing services, and to promote 
development and cooperation 


between countries. 

But, say* UMTs general 
director, Mr Angelo MCardani, ■ 
“our overall strategy is that of 
q ualify ing ourselves as a bon- 
affde centre ofacademic learn- 
ing - . Since its inauguration 
late last year, LOU has pro- 
vided a series o£j»minars of UP 
to six weeks on marketing, fin- . 
anmng and regulation of For-. 

eign trade activity . . 

Targeted at managers from 
various branches of Soviet 
industry, mostly from the Len- 
ingrad area and the Baltic 
Republics and, leas frequently, 
at western business operators, 
the courses held safer include: 
customs regulations; internal 
market activity; external mar- , 
ket activity; doing business 
with the Soviet Union; financ- 
ing external economic activity’ 
strategy far entering into the 
free market area; business 
English, western accounting 
principles for . Soviet firms; 


pinnaghig cross cultural differ- 
ences, and doing business in 
the USSR. 

Such seminars, largely tech- 
nical in nature, are considered 
an important , and useful activ- 
ity oT the business school, forg- 
ing contacts with the outside 
business world. However UM- 
Ts long-term objective is more 
m nbttto us and more difficult 
the creation of a full MBA pro- 
gram, aimed at both western- 
ers end Soviets with an inter-, 
national outlook, that can 
■boast an experienced and pres- 
tigious international teaching 


LMI officials say setting up 
the MBA program will require, 
co nsi derable preparation and 
time. "In the seminars you am 
passing on technical informa- 
tion; in an MBA you seek to 
transmit an entire business 
weltanshauxxg, not at all an 
easy matter when we don’t 
even know how for liberalisa- 
tion in the USSR will go,” says 

Mr CardanL 

“We need to study the sitna- 
turn.” he says. "What set cf 
values will they end op with? 
And. think how bard it is to 
teach marketing when you 
don’t even know the structure 
of the market," 


EASTERN EUROPE 


Italy’s entrepreneurs 
move in swiftly to 
examine the market 


AS ONE of the world’s leading, 
and most nimble-footed, 
exporting nations, it is no sur- 
prise to find Italy’s entrepre- 
neurs among the first to exam- 
ine the new opportunities in 
eastern Europe and the Soviet 
Union since last year's political 

ffhangpg. 

But the Italians have been 
present In those parts of the 
world longer than many real- 
ise. Big insurers such as Gener- 
ali and Riunfone AiWaHrw di 
Sicurta (HAS) were among the 
market leaders in countries 
such as Czechoslovakia and 
Hungary between the two 
World Wars. 

Despite their subsequent 
ejection, Mr Umberto Zanni, 
the RAS chairman, still per- 
ceives an undercurrent of 
goodwill, particularly among 
the ol der generation. 

More recently. It has been 
Hat which has been the stan- 
dard-bearer for Italian business 
In eastern Europe. Following a 
string of deals negotiated since 
the 'mid-1960s, the cars group 
has gained unparalleled access 
in a number of east European 
markets. 

According to Fiat, more than 
half the 2m cars made annu- 
ally in eastern Europe and the 
Soviet Union derive from its 
products. Even when the 
Ladas, Yugos and FSOs con- 
cerned are not direct copies of 
former Fiat models, they 
betray the Italian group’s 
mechanicals under their skins. 

Fiat has recently consoli- 
dated its position in the East 
with a massive deal, to revital- 
ise the Soviet Union's auto 
industry at a new industrial 
complex at Yelabuga. 

Having already won con- 
tracts tor two of the project's 
three planned stages of 300.000 
cars a year each, it is now 
poised to make the hat-trick. 

Many of the other Italian 


industrial ventures in eastern 
Europe and the Soviet Union 
stem from IRI group compa- 
nies. Heavy engineering and 
plant technology producers are 
most prominent among the 
divisions of Italy's giant state 
holding concern - to have won 
big contracts in the East 

But IRI's telecommunica- 

Rat has been the 
standard-bearer tor 
Italian business in 
eastern Europe 

tions, energy and aviation elec- 
tronics subsidiaries have ai«» 
scored. Meanwhile, companies 
in the ENI energy group played 
an important role in building 
pumping stations tor the Siber- 
ian gas pipeline. 

Although most of Italy's 
other entrepreneurial exploits 
in eastern Europe have been 
appreciably smaller, they- have 
-often received considerable 
publicity thanks to their ori- 
gins In high-profile businesses 

SUCh as totife and fashi on. 

S tefand, the nothing group 
based in the Veneto region of 
north east Italy, first set up 
shop in Czechoslovakia three 
years ago. Sin c e then it has 
expanded into Hungary. Its 

Mr Benetton has 
stressed the 
Importance of local 
production 

Budapest store, which opened 
last April, is the first of 10 
Hungarian outlets which are 
scheduled to start trading 
before the end of this year. 

Stefenel’s bigger rival Benet- 
ton is already represented in 


Hungary, Czechoslovakia, East 
Germany and Poland. But the 
biggest boost for Mr Luciano 
Benetton, the group’s chief 
executive, came earlier this 

mnnth with the si gning of a 
long-awaited clothing joint 
venture with the Soviet author- 
ities. 

Mr Benetton has stressed 
that the importance of local 
production if any foreign cloth- 
ing group is to make a real 
impact on local markets in 
eastern Europe and the Soviet 
Union. Just having a limited 
number of stores, selling in 
either hard or even local cur- 
rency, "has no fiiture”, he 

With the contracts for 
manufacturing joint venture 
now sealed, Mr Benetton is 
beaming. But even he plen- 
tiful recollections of the delays 
and - frustrati ons of doing busi- 
ness behind the former Iron 
Curtain. 

Mr Carlo De Benedetti, the 
industrialist best known fra* his 
chairmanship of tire Olivetti 
computers group, is even more 
sceptical towards the newmar^ 
kets opening up in eastern 
Europe and the Soviet Union. 
While bullish for prospects in 
the former German Democratic 
Republic as part of a now- 
united Germany, he thinks the 
shift to a market economy will 
be a long slog in Hungary and 
CzechlosovaMa, Meanwhile, 
prospects in Poland and the 
Soviet Union are bleaker still, 
he argues. 

Mr De Benedetti Is not 
averse to playing the pessimist, 
and is patently not putting any 
of his own money into eastern 
Europe at present. But 
although his current downbeat 
views put him at odds with 
many of his counterparts in 
Italian industry, he has been 
right in the past 

Haig Simonhui 



THANKS TO the engineering 
know-how of a little known 
Turin group, the Soviet Union 
is beginning to terM« the prob- 
lems of storing and 
distributing perishable foods. 
Ensuring that meat, milk, fru i t 
and vegetables are properly 
packed and stored, and reach 
the Soviet housewives in edible 
condition is the reason for the 
Sovitalprodmash joint venture 
in which Fata European Group 
holds a 27 per cent stake. 

When agreement to the proj- 
ect was signed in October 1987, 
it attracted considerable media 
interest as the first ever joint 
venture undertaken by the 
Soviet government And Sovi- 
talprodmash «*i«n win another 
record, as the world’s largest 
manufac turer of commercial 
re fr iger a tion equipment It is 
the first of five joint ventures 
into which Fata has entered 
with Soviet partners. The most 
recent, signed a year ago, are 
Ros-Ital and SajanaL 

Fata has a 10 per cent stake 
in Ros-Ital a venture in which 
it is joined by Borgo Nova, an 
Italian subsidiary of Britain’s 
T&N group. Now getting 
underway, the Ros-Ital factory 
at Rostov will be producing 6m 
vehicle and motorcycle pistons 
annually when foil production 
regime Is reached in two years 
timp The ve ntu re is imnmal, 
being the first de-verticallsa- 
tion in the Soviet automobile 
industry and breaking fresh 


Fata enters the arena of perishable foods 

Joint venture under way 


ground in an attempt to create 
a high ly sp ecialised satellite 

rnflnnfartnring system. 

Two other western partners 
share a 30 per cent stake in 
Sajanal the Turin bank Isti- 
tuto Bancario San Paolo di 
Torino and the large US grotto 
Reynolds Metals. Sajanal’s fac- 
tory, located in central Siberia, 
will make aluminium foil *tui 
packaging for the food and 
pt)armm»w riHrwl industries. He 
factory is expected to become 
operational in 1992. 

Fata is transferring 
up-to-date technology in turn- 
key projects that start with 
pr eliminar y study and design 
and run through feasibility 
study, exec u t i ve design, equip- 
ment supply and installation to 

pprannnpl t raining and frn*ti«l 
plant management and opera- 
tion. 

Food processing is the sector 
in which the company is now 
most active. It lays claim to 
providing pace-setting technol- 
ogies such as the ultra high 
temperature process for long 
life milk preservation. 

■ In addition it has worked 
extensively in cold and deep 
freeze storage, in Rianghtering 


cttvI meat preservation and the 
design and engineering of 
m any other food processing 
operations. 

While Fats’s gm phanfa today 
is on file food sector, it is not 
lowering the importance with 
which it regards other areas of 
factory automation. Indeed as 
the Ros-Ital and Sajanal Soviet 
joint ventures show, non-food 
sectors are of great signifi- 
cance. For the Sajanal project 
Fata will be supplying all 
machinery and plant, wholly 
Italian-built, to a value of 
L20Qbn, The figure at Ros-Ital 
is L60bn. 

Fata sells expertise to 
diverse industries and in many 
applications. Materials han- 
dling, automated guided 
vehicles, storage and retrieval 
systems, welding systems, 
welding systems, and technol- 
ogy for dies, ainwitetmn cast- 
ing and foundries give Fata an 
engineering breadth. 

Although the company's 
bead offices are in Turin, 
w hich is also the of its 
research ami development cen- 
tre, its food division Is located 
in Parma, an important food 
processing centre where the 


large CQms food fair is held, 
and there are foreign subsid- 
iaries. 

About 85 per cent of last 
year's L550bn turnover was 
recorded outside Italy. The big- 
jsest mprhfrt waa-SunoDe which., 
excluding former Eastern Bloc 
countries, accounted for 42 per 
emit of the total 

Second in the company's 
export rankings whs the Soviet 
Union, which atone g e n erate d 
25 per cent of sales and under- 
lined the importance of . a rela- 
tionship that Hates hack to 
1959. “Fata has always behoved 
in the development of East 
European countries andpartio 
nlarly the Soviet Union, and 
Group policy will continue in 
this direction," says com- 
pany. 

Doing business with.eastern 
Europe has cantributedrignifi- 
canfiy to turnover, grputfr af 
about 60 per cent in toe five 
years since the L350bn was 
recorded in 1985, and to an 
order book that presently 
stands at about' LLOQQhft. But 
tiie company is reticent about 
its profits. 

' However,, profitability would 
certainly, have been, a matter ed 


interest to Fata European 
Group’s bankers, and to mer- 
chant banks San Paolo Finance 
and Cafilp, over .the past two 
years. Company management 
mWated a L140bn buy-out two 
years ago, and in September 
Sweden's Tetra Pak acquired a ' 
10 per cent stake in Fate’s ' 
equity. 

Behind the MBO was the 
purchase of Babcock interna- . 
tinnal by another British com- 
pany* BE, In 1987 and toe 
_ widely mentioned decision of , 
the new owners to dispose cf . 
Fata European Group. The 
MBO operation completed this 
year sees the group, whose his- 
tory dates back to 1936, return 
to Italian ownership after 18 
years in foreign hands. In 1972 
it became part of the US Aeco 
corporation, itself subse- . . 

. quently acquired by Bacock in - 
1976. 

Following the Tetra Pak 
operation, which include* 
agreement on the joint devel-' . 
opment of activities in the agri- 
industry, food and packaging 
sectors, merchant banks hold 
14 per cent of Fata European 
^Group’s .equity. Reynolds Inter- 
national hold 10 per cent and 
other industrial partners 20 per 
cent With 28 per cent, Faia’s 
management hold the same 
amount of equity as the Fin- 
meccanica sub-holding of the 
IRI state holding corporation. 

' David Lano 


SEGAFREDO ZANETTI 


Small busi nesses p repare 
for future in united Europe 


V-ji 


WITH 1993 approaching, many 
industrialists are con- 
vinced that "big is beautiful”. 
But small can also be lovely. 

Segafredo Zanetti the ttaHan 
coffee maker and food pro- 
ducer is one of those smaller, 
more rare Italian companies 
that over the past several years 
has been preparing actively - 
and successfully - for the new 
European single market 

“There's nothing frighten big 
about 1993,” says Mr Massimo 
Zanetti, chief executive officer 
and owner of Segafredo, which 
with total revenues of L334bn 
turned up 100th on a recent 
size listing published by the 
Italian weekly, Mondo Econom- 


Segafredo 
produces some 60 
items 


ICO. 

Segafredo, which with some 
30.000 customers is the num- 
ber-one coffee supplier to Ital- 
ian cafes, bars and restaurants, 
is well positioned for the new 


60 per cent of its reve- 
nues come from foreign sales 
to Europe, North America, 
Australia and Taiwan. And in 
the mid-eighties the company 
began a series of acquisitions 
in Eunme - Austria, France, 
Portugal Spain and, more 
recently, Germany - that have 
helped win it a 4 per cent share 


of the largely conglomerate- 
dominated European market 

Mr Zanetti. 42, who comes 
from a family of coffee iiup o rt - 
®s, in 1973 bought Segafredo, a 
whijiTI, local Bologna-based cof- 
fee company from its previous 
owners. F-gfahHaliing an inno- 
vative and active marketing 
policy stressing "quality and 
service* (the company’s slo- 
gan). he gradually established 
a nationwide sales network. 

The next step was diversifi- 
cation. Today Segafredo, which 
is totally self-financing, pro- 
duces some 60 products rang- 
ing from various roasts and 
blends of coffee (espresso, 
home espresso, decaffeinated, 
filter), and professional 
espresso machines, to pow- 
dered beverages (instant tea 
and coffee, cocoa, chicory and 
barley coffee) and sweets such 
as chocolates, torrone, pudding 
and panettone cake. 

Next rttmtK the acq uisitions 
abroad, including Vandour- 
Danon, toe tinrdJargest coffee 
producer in France. And more 
recently, Mr Zanetti inaugu- 
rated a series of franchised 
Segafredo “coflee-boutiques’’ 
(those opened so far include 
Rouen, Bordeaux, Nantes, 
Lille, Paris and Vienna) 
through which he plans to 
export “Italy’s coffee culture”. 

With profits last year of over 
L4bn, high profitability and 
liquidity, and a moderate level 
of indebtedness, Mr Zanetti has 
every reason to feel satisfied. 

One problem is the deriw 


in world commodity prices, 
“which keeps sales values from 
growing”, while other costs at 
home continue to grow. Fortu- 
nately, coffee-production is 
capital not labour, intensive, 
and with only 700 employees in 
Italy, Mr Zanetti is less 
affected than otheY Italian 
entre p reneurs by rising wage 
costs. 

But he would like to see for- 


Mr Zanetti is 
confident he can 
still expand 


ther expansion, particularly in 
the Italian grocery sector. 
When it comes to family coffee 
consumption, at present Segaf- 
redo, with 6 per emit of the 
Italian market, is only third. 


lagging behind Lavazza, the 
large Italian independent Ital- 
ian coffee-maker, and Splendid 
Coffee, a subsidiary of Procter 
and Gamble. • — — 

“It won’t be easy,” be 
admits. Coffee consumption is 
generally highly habitnal and 
thus static. This means that 
generally there are only two 
ways to increase one’s market 
share: through massive adver- 
tising investments or partner- 
ships with (or acquisitions of) 
small local companies. “We 
are involved in various negoti- 
ations,” says Mr Zanetti. 

What about the challenge 
from the conglomerates in an • 
area - food and food process- 
ing - which in recent years 
has shown a strong tendency 
towards concentration? “In 
general the big shifts-have 
already taken place,” says Mr 
Zanetti. 



M ass i m o Zanetti 

Mr Zanetti appears confident 
that he can continue expan- 
sion, both inside Italy and 
abroad, without losing his 
independence. But he does not 
rule out the possibility of tak- 
ing his company public. Some- 
time in the not so near future 
the company might even be 
listed on the Milan stock 
e x c han ge, so that minority par- 
tidpatians could be sold. 

“But,” he says, hinting at the 
fixture possibility of a major 
acquisition, - “it would have to 
bescartething -really special” ■ 

Sari Gilbert 
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ENIMONT 


Bold hopes fade fast 
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^RESPECTIVE OF who awns 
Bnhnont the Itwltan flhgmteals 
Joint venture which has left a 
trail of vitrkd between Mont 


i mbHcy ector co-owners. aH are 
agreed on om> thm»n» The 
group urgently needs to 
restructure its activities if it is 
evar^o radbe tbe bold belies 


plan. 

Enlmonfs woes fan ftitn two 
categ ories; short-term prob- 
lems dictated by the current 
downturn in chemicals 
demand and overcapacity; and 
long-term structural ills based 
on a lopsided business mhr ■ 

The group’s short-term diffi- 
cultaBs have been ex a cerbated 
by tiie rise in oil prices follow- 
ing the Gulf crisis,' which tw« 
in turn triggered, a run-on cer- 
tain toy prSwary wtateHala liVp 
virgin BapUa. In early August, 
Mr Sererin finyin tfl , awtiwmf tt 
chief executive, warned that 
the invasion of Kuwait was 
adding LSO-TQn a month in saw ■ 

TT ra twrlnl pnf^ . 

Rarninw for die tint haW Of 
thfayw^stifSed to the depth 
of its current troubles. Net 

jwW l fa *»*nblnd *w- I.1SI1w frrtm . 

L526bn in the corresponding 
period last year, while sales 
&H by 12 per tent to L7,194tm- 
Same 2jOOO te mporary lay-offs 
have already been announced; 
maze may be to come. 

Tw Hw IrnigPT- twin, S inlwmn fr, 


overcapacity and low prices; 
the biggest producer dactylic 
Slues; and the. second hugest 
maker at bulk plastics. . 

Moreover, on a world fames, 
it to one of the hugest maim- 
faterew of etoylene, the bulk 
chemical used as the mein 
component for many other 
types of synthetic materials. 

. While Kntm o nt must lower its. 
exposure in these areas. It 
must also develop its activities 
in Mgheroiaigim activities, 
.such as cert ain engineering 
plastics. PET plastics Cor paefe- 


aging, pH bw** chemicals, 
where it is already present 
Enimon t most also become 
m uc h more international. The 

Short-term 
dlfflculttes have 
been exacerbated 
by rising oil prices 

company currently, derives 
around 55 per cent of its sales 

frORI ttS h™» nuiiV at | a ptiwt 

around per cent lor the big 
three German chemicals 
gr o u ps and Imperial Chemical 
TuflnairiBa . And it to particu- 
larly weak in the far east, 
which to erpected to account 
for much of the growth in 

ri wi riw ih iteww n d tn JggOg. 

Moreover; while other manu- 
facturers have shifted prod- 
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much more c om p e t i tive. 

Some steps have already 
f reon fa iron So far fhfa year, 
-Bnimont has sold its majority 
stake in Auschem, a subsidiary 
making chemicals for the tex- 
Hif>a and other indust r ies , end 
Sc lavo , its pharmaceuticals 
operation. 

Further disposals may. fol- 
low. The BeTTco subsidiary may 
be up for sale, along with some 
nf Enimantis refining capacity. 
And it has confirmed discus- 
sions are taking place with 

Fertilizantes Espanoles of 
Spain on possible cooperation 
in fertilisers. 

Attempts at acquisitions 
have proved less successful. 
Eutmcmt’s bid to buy the Poly- 
sar rubber division of Canada's 
Nova Corporation, foreshad- 
owed publicly by Mr Cragnotti 
In May, proved disastrously 
embarrassing just days later 
when the company was pipped 
by Bayer at the post. However, 
such, deals are just part of 
what is required for Enimont 
to berin realising the potential 
which its minority sharehold- 
ers, who hold the a) per cent of 
its equity listed on the market, 
wore led to expect when the 
company was launched. So far, 
they have been bitterly disap- 
pointed. 

Haig SImonlan 


Gestioni e Partecipazioni 
Industrial! (GEPI) will cele- 
brate its twentieth 'birthday 
pest year. Since its establish- 
ment by state-owned invest- 
' ipgut bank DU, which has 50 
per cent of share capital, and 
state holding corporations IRI, 
j ENI and EFIM which have 
; equal s takes in the remaining 
equity, GEPI has coined a new 
word. 

GEPI-Isation means the state 
hospitalisation of terminally 
sick manufacturing companies. 
Originally c on ceive d as Italy's 
| industrial lifeboat, on call to 
pre wn t companies from sink- 
ing and for re-lannchtng them 
after rescue, Rome-based GEPI 
came to be considered more 
like a corporate morgue: 

It was conceived when 
Italy's post-war economic mira- 
cle was starting to flag, and 
the first shadows of crisis were 
appearing. “Its support aimed 
at job protection, c orpor ate 
turoround and the return of 
companies to private owner- 
ship and the market," sa ys M r 
Benedetto De Cesaris, GEPI’s 

Mr De Cesaris admits that 
many companies have reached 
GEPI in conditions that are 
beyond resuscitation. Politics 
ha s often been dominant 
among the factors determining 
GEPFs in t er vention, with pow- 
erful politicians rather than 
industrial logic calling the 
fihnte 

Nevertheless, Mr De Cesaris 
can point to some successes, a 
total of 205 companies having 
been turned round and 
returne d to private ownership 
since GEPTs inception. Last 
year it was able to transfer 21 








GEPI 


Industrial lifeboat is 
seen as a graveyard 


fitoitlonl • Pvtadpaztonl Imhntrtal bs 


Unit billion lire 

Finance supplied to companies 
Stale Funding 
Self financing 
Deficit from Investments 
GEPI's net loss 


companies from its books to 
other owners. 

Though GEPFs sphere of 
action was initially nation- 
wide, in 1977 parliament 
decided that new interventions 
should be limited to the south. 
“GEPI has progressively disen- 
gaged from investments in the 
north," says Mr De Cesaris. 

However, be admits that 
there have been occasions 
since 1977 when the corpora- 
tion bas been called to aid 
northern companies. 

Mr De Cesaris notes that 
operating Italy's MezzogSomo 
presents problems. “Often con- 
ditions do not exist for turn- 
round. Massive innovation 
a wholly new business 
approach are required. Work- 
forces are too large, but alter- 
native employment is not 
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available. Local social forces 
and heavy political pressure 
aim at job protection," he says. 

GEPI has attemp te d to cre- 
ate a framework for resolving 
its difficulties by placing its 
investments in two categories. 
Companies in the first have 

Many companies 
have reached GEPI 
in conditions 
beyond help 

real tumround potential while 
those In the second are termi- 
nal cases where the objective is 
labour re-use. In the second 
case, management of cassa 
mtegrazione guadagni, the 
labour lay-off fund, is the main 


Source; GEPI accou n t* 


role. 

At the end of last year there 
wore 23.000 workers in 65 com- 
panies benefitting from the 
fund, against 1LQ0O employed 
in to manufacturing and 17 ser- 
vice companies where turn- 
round is expected. About 80 per 
cent of GEPI’s total payroll is 
in the Mezzogtarno. 

“We have recently prepared 
a new strategy, in which we 
emphasise that industrial con- 
siderations are paramount. 
GEPI should not have a func- 
tion in implementing labour 
policy,” says Mr De Cesaris. 
Key points of the strategy 

infinite-; 

• respect for the principle of 
proper use of funds 

• continuing emphasis on 
small and medium sized com- 
panies 


SHIPBUILDING 


"'W 



• avoidance of no-hopers 

• creation of employment 

opportunities 

• greater emphasis on active 
role rather responsive. 

Noting that southern produc- 
tivity is lower than elsewhere, 
Mr De Cesaris says that labour 
contracts should reflect this. 
He considers that the difficul- 
ties of large ma nuf acturing 
companies in the Mezzo gtor no 
SSStoette need for GEPI to 
encourage small service firms. 

“The corporation has c cnsm- 
crable experience of writing m 
partnership. Of our 99 operas 
tfonal manufacturing firms at 
the end of last year, 53 were 
investments In partnership 
with third parties,” adds Mr De 
Cesaris. He believes that this 
gives GEPI, which uses outside 
consultants extensively in tem- 
porary management positions 
in companies where it inter- 
venes, real awareness of the 
private sector. 

The large number of privati- 
sations undertaken has also 
provided cont act In contrast to 
IRI, ENI and EFIM. GEPI has 
not encountered political diffi- 
culties In privatisation 
operations. 

Privatisation operations 
have generated part of the 
funds needed for financing 
interventions, which last year 
absorbed L454bn. State funding 
of L210bn in 1989 helped cover 
GEPI’s net loss of LlSSbn that 
arose from its own operating 
expenses of L40bn and an 
aggregate deficit of L303bn 
among its investments. Run- 
ning a lifeboat operation does 
not come cheaply. 

Davkl Lana 
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THERE WAS a; J^rge; measure 
of pride at Bely's- state-owned 
shipbuilder Ftecantieri- when 

Britain's PAQ > group at 
Trieste’s .Staztarte Mafiii mauat 
theend of jruriai IbKr&unriSsg 
white vessel wiih its aleek, 
futuristic hues represents atri' 
umph for Italian sbfpbitfblixig- 
The Crown TrinceM^™^ 
started six years agnt aRhongh 
hunnxjmber 5882 max* laid 
down' at. FincantierTa Mon&I- 
cone yard near Triiwte' until 
June 1988. BuHffing 
KtoBwtotmes Umar, which with 
^SSogical r«g>Mstich- 
tibir mid comfort accommo- 
dates 1.700 passengers andjs 
mff* 1 ™ 1 by a - crew of aw ay 
700, ^was worth LSOOtm to toe 
Italian shipbuilder.' And a sis- 
ter step, the Regal Princess 
which will lie deli vered in 
spring next-year, is worth a 

AiiftBinL 

With the two P&O vessels 
and an order book that 
includes two cruise liners for 
the ftaHmi line Costa Crodere 

Few expect today's 
high level of 
building activity to 
, continue . 

pnri three for Carnival Qrnises 
of the USA, Ftncarttieri boasts 
the world’s biggest jxHtftdio in 
the sector. The company says 
that this healthy ait nation has 
historical basis in toe reputa- 
tion that Italian yards 'have 


said Mr BoccMni. But Kalian 
sh ipy ards also owe a debt to 
tiie approval in June last year 
of Law. 234 for assisting ship- 
ping w**! shipbuilding. 

The .the" legJskHon 

have hot, however, been 
wholly positive. Mr Bocchini 
says that there have been prob- 
tem« in its appBcatfon. particn- 
Jazjyta detennhxingtoe capac- 
ity and tiie production of each 
yard that should be recognised 
for assistance. 

Moreover, Law 234 attracted 
critical attention foam Brussels 
and the initiation of action 
u p rin rt Baly by the EC Cam- 
sBisstai.: concerned aSxmk vio- 
lation of competition policy. 
Mr BocchM stressed toat toe 
Issue must be wrapped up 
urgently so .that Law 234 can 
IM implemented.- Tft will only 
then be possfide to take jaacti- 
cal steps in di s bur s in g floaty 
fSfl l ^ wi r nw fimH , particularly 
those regarffing new consbroo- 
tton orders.” 

Meanwhile, Italian shipbuild- 
ers have been viewing Law 234 
as an opportunity to compen- 
sate for recent bleak years. Mr 
Bocchini noted that severe 
self-criticism is called for. 
“Law 234 has generated expec- 
tations in not a few members 
that seem whoBy incompatible 
with existing production capac- 
ity Ami in contradiction with 
the spirit of t he Jaw itself." 

cmphfr 

rises that national plans fur 
the sector, EC de risi on s and 
j n*Hr«tin rain Law 234Lnot only 
seek to avoid capacity 
increases but also aim at far- 
ther ratimuUsation. He under- 
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OIL. Wherever it is, weTI find it Oil 
is the primary source of energy. It is the 
power that moves the world and will be 
so for many years to come. 

But, it is necessary to be prepared to 
wrestle this treasure from the earth’s 
most secret strongholds, using the latest 
continuously evolving technology, and to 
venture into hostile, inaccessible places. 

Agip, Italy’s national oil company, 
took up this challenge sixty years ago, 
probing into the origins of the earth, 
experimenting with new techniques, and 
devoting to these activities human and 
economic resources that are always up to 
the difficulties to be overcome. 

Wherever the possibilities of finding 
oil exist, Agip is present with its spirit of 
initiative and decades of experience. The 
results achieved, alone or in cooperation 
with leading oil companies, in 30 
countries, on S continents, make Agip a 
reliable operator in any oil activity. 

Even where no-one has ever reached. 

«*Aglp 

» ✓EniGroup.^HS^ H 

Deep thinking.Top results. 
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SETTING UP IN BUSINESS 


The hurdles remain 


LIFE CAN be tough for the 
new or growing company in 
Italy. Despite a plethora of spe- 
cialist advisers and banks 
which have sprung up in 
recent years, budding entrepre- 
neurs still complain of a sys- 
tem that often seems more 
inclined to smother rather 
than spearhead the nascent 
business. 

Some erf the problems, such 
as poor public services or the 
inordinate amounts of red tape 
that have to be surmounted In 
setting up a company, are 
peculiar to Italy. Others, like 
limited access to venture capi- 
tal and unsympathetic bank- 
ers. are familiar obstacles from 
elsewhere in Europe too. But, 
taken together, the combina- 
tion can create an atmosphere 
which makes starting a new 
business unappealing in Italy. 

Most entrepreneurs need lit- 
tle prompting to launch into a 
tirade against Italy's public- 
sector inefficiencies. An atro- 
cious postal service, unreliable 
rail and air links and a tele- 
phone system that is only now 
beginning to benefit from the 
fruits of long-overdue invest- 
ment are just some of their 
bujdiears. 

Mr Mario Possati, the chair- 
man of Marposs, a big family- 
owned business which makes 
sophisticated measuring equip- 
ment for machine tools, is one 
entrepreneur whose business 
has grown from tiny roots in 

the tote 1960s to a world-class 
concern. 

Based near Bologna, Mar- 
poss exported almost 90 per 
cent of its LlOSbn parent com- 
pany sales last year and is a 
world leader in its field. How- 
ever, Mr Possati needs little 
prompting to recount same of 
the problems he faced, few of 
which have changed today, he 
thinks. 

Banks were unsympathetic 
fora start. “There was an abso- 
lute lack of a banking mental- 
ity which understood the needs 
of a company which was grow- 
ing. The banks here were 
exactly the opposite of what 
they should have been," he 

«aM- 

A1 though there have been 
improvements on the financial 
aide, many of the p ublic- sector 
barriers, notably regarding 
i nfr a st r uct ure, remain. “The 
plane which doesn’t leave, the 
train which is late are all types 
of costs for an Italian busi- 


ness,* says Mr Possati. 

But whatever the problems 
with Italy’s public-sector comp- 
anies mid services, it is bureau- 
cratic barriers which are the 
biggest obstacle to a b ud di n g 
I talian entrepreneur today, 
just setting up a company can 
be an endurance test Whereas 

a UK limited company can be 

created in a matter of tours, 
the process is far more compli- 
cated in Italy. 

It takes around two months 
for the local tribunal to give 
the new enterprise its all-im- 
portant omologazione - regis- 
tration. Without it, the pro- 

Bureaucratic 
barriers are the 
biggest obstacle to 
the entrepreneur 

spective entrepreneur is 
powerless. Bank accounts can- 
not be opened; assets cannot be 
bought; even stationery cannot 
be printed, as it has to cany 
the new company’s registra- 
tion number. 

Detailed information has to 
be submitted regarding a new 
company's directors and own- 
ers as part of the registration 
process, all of which has to be 
authenticated by a public 
notary. Rather than the more 
complex form of a Sodeta per 
Azionl (SpA), akin to a public 
limited company in the UK, 
most small businesses in Italy 
opt for the status of a Sodeta a 
responsabQita limits ta (Sri) - 
roughly corresponding to a 
limited company in the UK 

SpAs require a minimum 
share capital of L200m, while 
Sris need only L20m. Moreover, 
any Sri with less than LlOOm 
in share capital does not need 
to appoint a board of statutory 
auditors, meaning that it faces 
much less onerous reporting 
requirements. 

Foreigners in particular can 
be surprised by some of the 
other practical problems that 
can impede getting a new com- 
pany off t he ground. Manufac- 
turers tend only to work to 
order rather than holding large 
Stocks, meaning that rtff\rs>i fUr- 

niture usually takes around six 
weeks to deliver. And tele- 
phone inafaillatinna can be a 
nightmare, with a high chance 
of delays and confusions. Even 
fax and data connections. 


although much more common- 
place now, can require consid- 
erable patience. 

Local chambers of commerce 
can provide some assistance, 
while the large number of 
industry federations and trade 
association can also be sources 
of market-related advice. 

Access to public-sector finan- 
cial help is more tricky. State 
grants, involving a mixture of 
tax concession and fi n a nci a l 
incentives, tend to be limited 
to tiie Mezzogiomo region of 
southern Italy. Although cer- 
tain types of financial assis- 
tance are also available in the 
north, they are restricted to 
delineated areas of economic 
difficulty, such as tha moun- 
tain regions of Lombardy and 
the Alto Adige. 

Even when the new com- 
pany is set op, the bureaucracy 
does not end there. For all its 
reputation as a freewheeling 
economy where individualists 
thrive, Italian executives have 
to cut their way through a 
maze of red tape. Many of the 
requirements stem from suc- 
cessive attempts to reduce tax 
evasion. 

Bat the result can sometimes 
be to create a web of highly 
complex paperwork. “Italian 
accounting is incredibly 
detailed, particularly when it 
comes to dealing with the 
expenses that .can. be set 
a gainst tax,* says Ms Wendy 
Rfmmington, the of Pen- 
Italia, til a Ttafem u nhsfli . 

of the UK publishing 
group. 

For example, special types of 
forms have to be completed 
when it comes to buying petrol 
for company cars, or entertain- 
ing at tiie company’s exp en se. 
An office even has to keep a 
formal register of where its 
employees are at any given 
Him It is no surprise that 
many big c rmipanfag produce 
their own “nota spese” - the 
in-house M b3d£* on how to 
with expense claims, which 
they dfafrihu te to all employ- 
ees likely to be affected. 

Ms Rimmlng tnn , who recalls 
having to set aside a whole day 
to try and master the regula- 
tions with the office accoun- 
tants, reckons the system has 
at least one advantage. “Fran 
the company’s point of view, 
it’s wonderful, as it manna 
expenses claims are foolproof 11 

Haig Slmonian 


Italy’s first anti-trust law will loosen grip of public and private industrial power 


“THIS IS my chil d and I am 
very proud of it,” says Mr Eob- 
qrto Cassola, the Italian sena- 
tor who has devoted much of 
the last two years a? his life to 
supervising the parliament’s 
tortuous delivery of Italy’s first 
ever anti-trust law. 

A 49-year-old Roman, Mr 
(TncgnTa jg an unromal phenom- 
enon In Italy. He is a modern, 
reformist Socialist, hut there 
are others claiming rimilnr cre- 
dentials. What sets him apart, 
however, is a readiness to 
work hud at the grindingly 
difficult urocess of legislating, 
rather than posturing in 
favour of change. 

As chairman of the Senate’s 
industry committee, he began 
the process of trying to nudge 
Italy towards a competition 
law by launching investigative 
hearings mi the subject mare 
than three years ago. 

The results encouraged the 
government of the day to pres- 
ent its own draft law just 
under a year later which Mr 
Cassoia's committee then con- 
sidered alongside a private ini- 
tiative by his fellow senator, 
Mr Guido Unwa nf *hn Twrin pan. 
jfp t Left. 

The final version which 
cleared the parliament at the 
end. of September had been 

anhwtewHally Chmfd fa"*" th 

original drafts, not least 
because the new law also con- 
‘ tains strict Untitafl oos on the 
freedom of private industrial 
companies to acquire stakes in 
credit institutions. 

There is no dear logical rea- 
son why such inhibitions 
should appear in an anti-trust 
tow, but . most pafitidans and 
the Bank of Italy wanted it 
that way. “The importance of 
this law is that it is a vital step 
towards making Kalian capital - 
ism more transparent," says 
Mr Cassola. 

This was an almost heretical 
objective three years ago when 
only a bwiaTT minority of pohtt- 
Hans were ready to put their 
heads above the parapet and 
argue that the public int e r est 
needed defending against both 
public and Private industrial 
power in Italy. 

The fanner is in the grip erf 
main . political parties for 
whom correct behaviour in the 
market place is of secondary 
importance to their co n trol of 
patronage end f™m* through 
public s ector companies. The 
fatter is still dominated by that 
small oligarchy of entrepre- 
neurial padrone whose wheel- 
ing and de alin g is frequently 
financed and legitim- 
ised- by Mediobanca, the Mila- 
nese merchant bank whose 


Curbing cartels 


strongest gesture in the direc- 
tion of transparency is the 
small brass name plate on its 
front door. 

Italy is thus left with an 
industrial economy domtewtpd 
by public and private conglom- 
erates. They frequently enjoy 
cosy relationships with banks, 
have a taste for controlling 
insurance companies and own- 
ership of newspapers and mag* 


It is unlikely that the new 
anti-trust law which should 
come into force around the 
turn of the year, will quickly 
wkwr this profile of fodnsbial 
power in Italy. But it does offer 


consumers and rnnaHw busi- 
nesses the opportunity to seek 
redress against abuses of domi- 
nant market positions and 
some protection to society as a 
whole against the corporate 
tendency to seek easy gain 
through acquisitions which sti- 
fle competition. 

Industry itself eventually 
dropped its early opposition to 
regulatory legislation once it 
was persuaded that certain 
safeguards were befog created 
against political, and therefore 
discriminatory, manipulation 
of the law. The main bulwark 
against thin rinng w in Italy is 
to be an independent Guaran- 


tee Authority whose members 
will be nominated by the presi- 
dents of the two house of par- 
liament, rather than by the 
government 

No reliable estimat es are 
available of how many merger* 
gnti takeovers the authority 
may be required to examine . 
But the thresholds set by the 
law - LSOObn domestic sales 
resulting from a merger and 
any takeover of a company 
with a turnover of more than 

L50hn - suggests that file vol- 
ume could be high. 

Industry’s resigned accep- 
tance of the law was also 
encouraged 17 the realisation 


that without an anti-trust law 
of its own, the Italian position 
in the European Community 
would be foolish rather than 
fast anomalous. 

The EC has fully armed itnedf 
with new procedures and regu- 
lations for .enforcing campeg. 
tion in the single market, and 
Italy dearly bad a responribO. 
ity to provide supporting regq. 
lation In Ite own national terri- 
tory. . . 

According to Mr Cassola, it 
is also capable of flexibility' 
gnd dynamism. “Since we are 
facing a future of enormous 
changes, we have not sought to 
impose tight restrictions m the . 
application of the law. Rather, 
we have created an authority, 
tive str u ct u re with discretion- 
ary powers." . 

JohnWytat 


The scope of the new law 


The law applies to both 
stale-owned and private com- 
panies and seeks to outlaw 
both agreements which restrict 
free competition and abuses of 
i?nminimt position. It a ^ cr> sub- 
jects all mergers above a cer- 
tain threshold to scrutiny for 
their impact on competition. . 

• Restrictive agreements. All 
agreements which consistently 
erm at “restricting, Im porting 
or falsifying” competition in 

domestic market are forbid- 
den. Sack agreements may. 
involve price fixing; production 
limits, investment or techno- 
logical developments as well as 
ma r k et sharing or supply shar- 
ing; aw *i discriminatory treat- 
ment of third parties providing 
equivalent services. 

The Guarantee Authority 
paw allow Hamptinma to these 

restrictions for a limited period 
if they i m p ro ve supplies to the 
market or “substantial bene- 
fits" to consumers. 

§ Abuse of dominant pruritirm, 

Zt is forbidden to impose 
directly or indirectly purchase 
and sale prices which are 
“unjustly burdensome" to dam- 
age consumers by limiting pro- 

H w > Hnn i wiarfcpt avwat or teeb- 

. f fnlngira] developments, and to 
discriminate thir d par- 

ties supplying equivalent ser- 
vices. 

• Concentrations. Concentra- 
tion takes {dace when two or 
more « wipairii»g merge, when 
one or more subjects in control 
of one company acquire con- 
trol of another fay one means 
or another, «nd nhn through 


the establishment of a joint 
venture. Co-operation between 
independent companies is not 
regarded as concentration nor 
is temporary acquisition of 
control by credit institutions 
for a period of less than 24 

months. 

A concentration is forbidden 
if it leads to or reinforces a 
dominant position in the 
national market so as to 
reduce or eliminate competi- 
tion. 

Control Is defined as the 
ability to have “a determining 
influence" on a company's 
activities through ownership of 
property or capital, or on the 
composition of its decision- 
making bodies. 

• The Guarantee Authority. - 
The authority “will work with 
full autonomy and indepen- 
dence of judgement* will 
be a collegial body made up of 
a president and four other 
members. They will be nomi- 
nated by the presidents of tile 
two houses orf parliament. 

The president is to be a per- 
son erf “known independence" 
who has previously occupied 
itwHhiHwMii positions of “great 
responsibility and impor- 
tance”. 

Hk four colleagues will be 
also of known independence 
and chosen from magistrates 
sitting cm the Council of State, 
from the Court of Accounts 
and the Court of Cassation, 
university professors of econ- 
omy and law and people of 
recognised professionalism 
from an economic background. 


The members will be 
appointed for seven years and 
cannot be reappointed. 

• Notifying Concentrations. 
An (xmcautrations which cre- 
ate a company with national 
sales exceeding LSOObn or a 
takeover of a company with 
national sales above LSObn 
must be notified to the author- 
ity. These values will be raised 
annually in line with the price 

deflator of gross domestic prod- 
uct. 

ff tize authority judges that 
the concentration may be in 
b£~ ah of the law, it must open 
an aivestigation within SO 
days. It must then issue its 
judgement within 45 days 
which can be extended for 

an qthm- 30 days if ramipaniea 
have not supplied all informa- 
tion at their disposal. 

The authority can order a 
concentration to be suspended 
during the period orf its investi- 
gation. If it concludes that a 
concentration is anti-competi- 
tive, it can faririd its ample- 
tfan. 

If this order is ignored, sanc- 
tions can amount to between 
one and 10 per cent of the sales 
of -the company which Is the 
object of the concentration. 
Frnlure to observe the notifica- 
tion requirements could trigger 
sanctions of up to'l par cent of 
the offending company's previ- 
ous year’s sales. . • ; , 

• Government, powers oh con- 
centration issues. The govern- 
ment will determine “in a gen- 
eral way” the criteria by which 
the an thnrity ram tn anexcep- 


tional situation authorise a 
concentration which breaches 
the law. In such a circum- 
stance considerations of the 
national economic interest in 
the context of European inte- 
gration should apply* 

0 Investment to credit institu- 
tions. AD investments leading 
to a capital stake above 5 per 
cent or leading to control of 
the Institution must be author- 
ised by the Bank of Italy. 

Each, additional 'holding 
above 5 per cent must also be 
authorised by the central bank 
subject to a maximum permit- 
ted holding of 15 per cent by 
any entity which is not also a 
credit institution. One or more 
investors participating in a 
voting syndicate shall be 
judged to be in control if they 
awn mure than a quarter of the 
ordinary shares. 

Existing stakes of more thaw 

1 per cent must be notified to 
the Rank of Italy within 60 
days of the law. coming into 
force. Stakes above 5 par cent, . 
or those which yield a position 
of control may be considered 
authorised if the central bank 
faas.not ruled otherwise within 
lgo. days of notification. - 

Existing holdings fay public 
bodies may consider them- 
selves authorised. The inter* 
ministerial committee for 
credit and savings will deter- 
urine the criteria for permit- 
ting, suspending or revoking 
tiie central bank's authorisa- 
tions. 

- John Wyhre 


The world 
needs great works 
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Palermo - Catania motorway 
Italy 


Dam on the Pauie river' 
Ecuador 




Organization manpower experience 

The essential prerequisites for engineering and construction 
work are: past achievement; creative, organizational and 
management skills; the ability to satisfy different requirements 
and to handle contracts; experience in the fields of the transfer 
of know-how, counter trade and financial engineering 
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construction innovation 



The largest oil 
refinery in the 

Mediterranean 
at your service 


SARAS has always advanced technologically to proce& 
crude oil on behalf of tfainl parties with (he highest added vstot 

With a processing capacity of 18 million metric tons 
per year (360,000 BSD) and S nuffion tons 
per year off c o nv ersion capacity, SARAS refinery 

can receive crude oil from tankas of up to 
260000 DWX store too its huge tank farm 
(4milKon const.) and deliver the entire range eff 
refined products tcomriing to «w»nww r eq nircro cota 



SARAS &pJt.RAFFMSUESARDE 
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